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B.Com / BBA — Semester IV - Entrepreneurship Development

Module—1
Concept of Entrepreneur

According to George Bernard Shaw, people fall into three
categories: (i) those who make things happen. (2) Thosewho watch
things happen, and (3) those who are | eft to ask what did happen.
Generdly, entrepreneursfal under thefirst category.

Evolution of the Concept of Entrepreneur

Theword' entrepreneur’ isderived fromthe French word entreprendre.
It means‘to undertake . Thus, entrepreneur isthe person who under
takestherisk of new enterprise. Itsevolutionisasfollows.

» EarlyPeriod:

Theearliest definition of the entrepreneur asago-betweenis
Marco Polo. Hetried to establish traderouteto the far East.
Heused to sign acontract with aventure capitalist to sell his
goods. The capitalist was the risk bearer. The merchant
adventurer took theroleof trading. After hissuccessful selling
of goodsand completing histrips, the profitswere shared by
thecapitalist and themerchant.

» MiddleAges.

The term entrepreneur was referred to a person who was
managing large projects. Hewas not taking any risk but was
managing the projectsusing theresourcesprovided. Anexample
istheclericwhoisin charge of great architectural workssuch
ascastles, public buildings, cathedral setc.
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> 17" Century:

An entrepreneur was a person who entered into acontractual
arrangement with the Govt. to perform aservice or to supply
somegoods. The profit wastaken (or losswasborne) by the
entrepreneur.

> 18" Century:

It was Richard Cantillon, French Economist, who applied the
term entrepreneur to businessfor thefirst time. Heisregarded
by someasthefounder of theterm. He defined an entrepreneur
asaperson who buysfactor servicesat certain priceswith a
view to sell them at uncertain pricesinthefuture.

> 19" Century:

Theentrepreneurswerenot distinguished from managers. They
wereviewed mostly from the economic perspective. Hetakes
risk, contributeshisowninitiativeand skills. Heplans, organizes
andleadshisenterprise.

> 20" Century:

During theearly 20" century Dewing equated the entrepreneur
with business promoter and viewed the promoter asonewho
transformed ideas into a profitable business. It was Joseph
Schumpeter who described an entrepreneur as an innovator.
According to himan entrepreneur isan innovator who develops
untried technol ogy.

» 21% Century:

Research Scientigtslive De Bonepointed out thet itisnot dways
important that anindividual comesupwithanentirely new idea
to be called an entrepreneur, but if heisadding incremental
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valueto thecurrent product or service, hecanrightly becalled
an entreprenevur.

M eaning and Definition of an Entrepreneur

Anentrepreneur isordinarily called abusinessman. Heisaperson
who combines capital and labour for the purpose of production. He
organizesand managesabusinessunit assuming therisk for profit. He
istheartist of the businessworld.

Inthewordsof J.B. Say, “ Anentrepreneur isonewho bringstogether
thefactorsof production and combinesthemintoaproduct”. Hemade
aclear distinction between acapitalist and an entrepreneur. Capitalist
isonly afinancier. Entrepreneur isthe coordinator and organizer of a
businessenterprise. Joseph A Schumpeter definesan entrepreneur as
“onewho innovates, raises money, assemblesinputs and setsthe
organi zation going with the ability toidentify them and opportunities,
which others are not able to fulfil such economic opportunities’.
Hefurther said, “ An entrepreneur isaninnovator playingtheroleof a
dynamic businessman adding material growth to economic
development”.

Characteristics of Entrepreneur

An entrepreneur isahighly achievement oriented, enthusiastic and
energeticindividual. Heisabusinessleader. He hasthefollowing
characterigiic:

1) Anentrepreneur bringsabout changeinthesociety. Heisa
catalyst of change.

2) Entrepreneur isaction-oriented, highly motivated individual
who takesrisk to achievegoals.
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3)

4)
5

6)

8)

9)

Entrepreneur acceptsresponsibilitieswith enthusiasm and
endurance.

Entrepreneur isthinker and doer, planner and worker.

Entrepreneur can foresee the future, seize market with a
salesman’ spersuasi veness, manipulate fundswith financia
talent and smdl error, fraudsand deficiencieswithan auditor’s
precisons.

Entrepreneur undertakesventurenot for hispersond gainaone
but for the benefit of consumers, government and the society
aswell.

Entrepreneur buildsnew enterprises. Hepossessesintenseleve
of determination and adesireto overcome hurdlesand solves
the problem and completesthejob.

Entrepreneur finds the resources required to exploit
opportunities.

Entrepreneur doesextraordinary thingsasafunction of vison,

hard work, and passion. Hechdlengesassumptionsand bresks
rules.

10) Although many people come up with great businessideas,

most of them never act ontheir idess.

Classification of Entrepreneur
Entrepreneursmay be classified inanumber of ways.

A. ONTHEBASISOF TYPE OF BUSINESS

1

Entrepreneursareclassfiedinto different types. They are

BusinessEntrepreneur: Heisanindividual who discovers
anideato start abusiness and then buildsabusinessto give
birthto hisidea.
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2)

3)

4)

5

B.

1

2)

3)

Trading Entrepreneur: Heisan entrepreneur who undertakes
trading activity i.e., buying and selling manufactured goods.
Industrial Entrepreneur: He is an entrepreneur who
undertakesmanufacturing activities.

CorporateEntrepreneur: Heisaperson who demonstrates
hisinnovative skill in organizing and managing acorporate
undertaking.

Agricultural Entrepreneur: They are entrepreneurswho
undertakeagricultura activitiessuch asraising and marketing
of crops, fertilizersand other imputs of agriculture. They are
caledagripreneurs.

ONTHEBASISOFUSE OF TECHNOLOGY:
Entrepreneursare of thefollowingtypes.

Technical Entrepreneur: They areextremely task oriented.
They areof craftsman type. They develop new and improved
qudity goodshbecauseof their craftsmanship. They concentrate
more on production than on marketing.

Non-Technical Entrepreneur: Theseentrepreneursarenot
concerned with the technical aspects of the product. They
develop marketing techniques and distribution strategiesto
promote their business. Thus they concentrate more on

marketing aspects.

Professional Entrepreneur: Heis an entrepreneur who
startsabusiness unit but does not carry on the businessfor
long period. HesdIsout the running businessand startsanother
venture.
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C.ONTHEBASISOFMOTIVATION:

Entrepreneursareof thefollowing types:.

1

2)

3

4)

PureEntrepreneur: They believeintheir own performance
whileundertaking businessactivities. They undertake business
venturesfor their personal satisfaction, statusand ego. They
areguided by the motive of profit. For example, Dhirubhai
Ambani of Reliance Group.

Induced Entrepreneur: He is induced to take up an
entrepreneurid activity with aview toavail somebenefitsfrom
the government. These benefitsareintheform of assistance,
incentives, subsidies, concessionsand infrastructures.

Motivated Entrepreneur: These entrepreneurs are
motivated by the desire to make use of their technical and
professional expertiseand skills. They aremotivated by the
desirefor sdf-fulfillment.

Spontaneous Entrepreneur: They are motivated by their

desire for self-employment and to achieve or prove their
excdlenceinjob performance. They arenaturd entrepreneurs.

D.ONTHE BASISOF STAGESOFDEVELOPMENT:

They may beclassfiedinto;

1

2)

First Generation Entrepreneur: Heisonewho startsan
industrial unit by meansof hisowninnovativeideasand skills.
He is essentially an innovator. He is also called new
entrepreneur.

Modern Entrepreneur: He is an entrepreneur who
undertakesthose ventureswhich suit the modern marketing
needs.
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3

Classical Entrepreneur: He is one who develops a self
supporting venturefor the satisfaction of customers' needs.
Heisastereotypeor traditional entrepreneur.

E. CLASSIFICATION ON THE BASIS OF ENTREPR
ENEURIALACTIVITY:

1)

2)

3

They areclassfied asfollows:

Novice: A noviceis someone who has started his/her first
entrepreneuria venture.

Serial Entrepreneur: A serid entrepreneur issomeonewho
isdevoted to oneventure at atimebut ultimately startsmany.
Herepeatedly sartsbus nessesand growsthemtoasustainable
sizeand then sellsthem off.

Portfolio Entrepreneurs. A portfolio entrepreneur startsand
runs a number of businesses at the sametime. It may bea
strategy of spreading risk or it may bethat theentrepreneur is
simultaneoudly excited by avariety of opportunities.

F.CLASSIFICATION BY CLARENCE DANHOF:
Clarence Danhof, Onthebas sof American agriculture, classified

1

entrepreneursinthefollowing categories:

Innovative Entrepreneurs. They aregenerally aggressive
onexperimentation and cleverly put attractive possibilitiesinto
practice. Aninnovative entrepreneur, introduces new goods,
inauguratesnew methodsof production, discoversnew markets
and reorgani zestheenterprise. Innovativeentrepreneursbring
about atransformationinlifestyleand aredwaysinterestedin
introducing innovations.
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2) Adoptive or Imitative Entrepreneurs:. Imitative
entrepreneursdo not innovate the changesthemsel ves, they
only imitate techniquesand technol ogy innovated by others.
They copy andlearnfrom theinnovating entrepreneurs. While
innovating entrepreneursare cregtive, imitative entrepreneurs
areadoptive.

3) Fabian Entrepreneurs Theseentrepreneursaretraditionally
bounded. They would becautious. They neither introduce new
changes nor adopt new methods innovated by others
entrepreneurs. They are shy and lazy. They try tofollow the
footsteps of their predecessors. They follow old customs,
traditions, sentimentsetc. They take up new projectsonly when
itisnecessary to do so.

4) DroneEntrepreneurs: Droneentrepreneursare thosewho
refuse to adopt and use opportunities to make changesin
production. They would not change the method of production
already introduced. They follow thetraditional method of
production. They may even suffer lossesbut they arenot ready
to make changesin their existing production methods.

Thereisanother classification of entrepreneurs. According to this,
entrepreneursmay be broadly classified into commercia entrepre
neursand socia entrepreneurs.

Commercial Entrepreneurs. They arethoseentrepreneurswho start
bus nessenterprisesfor their persona gain. They undertake business
venturesfor the purpose of generating salesand profits. Most of the
entrepreneursbelong to thiscategory.

Social Entrepreneurs. They arethosewho identify, evaluate and
exploit opportunitiesthat creaste socia vauesand not persond wedth.
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Social vauesrefer to the basiclong standing needs of society. They
focuson the disadvantaged sectionsof the society. They play therole
of changeagentsinthesociety. Inshort, socid entrepreneursarethose
who start ventures not for making profits but for providing social
welfare.

Entrepreneurial Competency or Traits

Competency isacharacteristic of aperson, whichresultsin effective
and/or superior performance in a job. It is a combination of
knowledge, skillsand appropriatemotivesor traitsthat anindividua
must possessto perform agiven task.

Itisdefined ascharacteristics such asgeneric and specia knowledge,
motives, traits, self- image, socia rolesand skillswhichresultinbirth
of aventure, itssurvival and/ or growth. In short, the competencies
required by an entrepreneur for starting abusinessventure and carry
ing it onsuccessfully areknown asentrepreneurial competencies.

Types of Entrepreneurial Competencies
It may be classified into two types:

A) Personal Entrepreneurial Competencies.

Thesearerequired to perform thetaskseffectively and efficiently.
Thisincludesthefollowing:

v Initiative Itisaninner urgeinanindividua todo or initiate
something.

v' Ability to Seeand Act on Opportunities: Entrepreneurs
look for opportunitiesand take action on such opportunities.

v' Persistence: It meansthe capacity or skill to takerepeated
and different actionsto overcomeobstacles.
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v" Information Seeking: A successful entrepreneur always
keeps his eyes and ear open. He should accept new ideas
whichcanhdphiminredizing hisgoas. Heisready to consult
expertsfor getting their expert advice.

v' Concernfor High Quality of Work: Entrepreneuria persons
act to do things that meet or beat existing standards of
excellence.

v' Commitment to Work: Successful entrepreneurs are
prepared tomakead | sacrificesfor completing thecommitments
they havemade.

v' Commitment to Efficiency: Entrepreneurial personshave
tolook and find waysfor or find waysto do thingsfaster or
with fewer resourcesor at alower cost. They should try new
methods aimed at making work easier, simpler, better and
economical.

v' SystematicPlanning: Entrepreneuria personsshouldbeable
to develop and use the logical step by step plansto reach
godls.

v" Problem Solving: Entrepreneurial personsare supposed to
possesstheskill of identifying new and potentidly uniqueidess
toreach goals. They should generate new ideasor innovative
solutionsto solveproblems.

v' Assertiveness. They assert own competence, reliability or
other persona or company’squalities. They aso assert strong
confidencein own company’ sproductsor services.

v' Persuasion: Entrepreneurs should have the ability to
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successfully persueothersto performtheactivitieseffectively
andefficiently.

Useof I nfluence Srategies. Entrepreneursshould havethe
competenceof usingavariety of Srategiestoinfluenceothers.
Such entrepreneurs can devel op business contacts and use
influentia peopleto accomplish his’her ownobjectives.

B) Venture Initiation and Success Competencies:

An entrepreneur must also posses the competencies required for
launching the enterprise and for its survival and growth. These
competencies may be further divided into two categories of
competencies.

1. Enterprise Launches Competencies:. These include the
falowing:

Competency to understand the nature of business.
Competency to comply with Government regul ations.
Competency to deal withthe business.

Competency tofinancethebusiness.

Competency tolocatethe business.

Competency to plan the marketing strategy.

Competency to choosethetype of ownership.
Competency to obtaintechnical assistance.

Competency to develop abusinessplan.

Competency to determinethe potential asan entrepreneur.

2. Enterprise Management Competencies. These include the
falowing:

Competency to protect the business.
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Competency to manage customer credit and collection.
Competency to managethefinances.

Competency to manage the businessrecords.
Competency to manage salesefforts.

Competency to promote the products and services of the
business.

Competency to manage human resources.
Competency to managethebusiness.

Entrepreneurial Functions

Entrepreneur isalead player inthedramaof business. According to
Kilbt, an entrepreneur hasto perform four groupsof functions:

1

ExchangeRelationship:

1) Percelving market opportunities

2) Gaining command over scareresources.

3) Purchasnginputs.

4) Marketing of the productsand responding to
competition.

Political Administration:

1) Desdling with public bureaucracy (concession, licences
andtaxes)

2) Managingthehuman rdationwithinthefirm.

3) Managing customer and supplier relations.

Management Control:

1) Managingfinance.

2) Managing production.
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4. Technology:
1) Acquiring and overseeing assembly of thefactory.
2) Indudtrid engineering.
3) Upgrading processand product quality.
4) Introducing new products.
According to Arther H. Cole, an entrepreneur performsthe
followingfunctions.
1) Determining theobjectivesof theenterpriseandrevisingthe
objectivesinthelight of changed circumstances.
2) Deveoping anorganizationincluding efficient relationswith
subordinatesand al employees.
3) Securingadequatefinance.
4) Therequistionof efficient technologica equipment.
5) Developing a market for the products and devising new
productsto meet customers demand.

6) Maintaining good relationswith public authoritiesand with
SOCiety.
Role of Entrepreneursin the Economic Development

1. Employment opportunities: Entrepreneursemploy labour
for managing their businessactivitiesand providesemployment
opportunities to a large number of people. They remove
unemployment problem.

2. Balanced Regional Development: Government promotes
decentralized development of industries as most of the
incentivesaregranted for establishing industriesin backward
and rura areas. Thus, the entrepreneursto avail the benefits
establishindustriesin backward and rura areas They remove
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regiona disparitiesand bring balanced regiona development.
They aso help to reduce the problems of congestion, dums,
sanitation and pollutionincitiesby providing employment and
incometo peoplelivinginrura areas. They helpinimproving
the standard of living of the peopleresidingin suburban and
rural areas.

3. Mobilization of L ocal Resour ces: Entrepreneurs help to
mobilizeand utilizeloca resourceslikesmdl savingsandtdents
of reativesand friends, which might otherwiseremainidleand
unutilized. Thusthey helpin effective utilization of resources.

4. Optimization of Capital: Entrepreneursaim to get quick
returnoninvestment. They act asagtabilizingforceby providing
high output capital ratio aswell ashigh employment capital
ratio.

5. Promotion of Exports. Entrepreneursreduce the pressure
onthecountry’sbalance of paymentsby exporting their goods
they earn valuableforeign exchangethrough exports.

6. Consumer Demands. Entrepreneurs produce awiderange
of productsrequired by consumers. They meet the demand of
the consumerswithout creating ashortagefor goods.

7. Social Advantage: Entrepreneurshel pinthedevelopment of
the society by providing employment to people and pavesfor
independent living. They encourage democracy and
sdf-governance. They areadept indistributing nationd income
in more efficient and equitable manner among the various
participantsof the society.

8. IncreasePer Capitalncome: Entrepreneurshelptoincrease
the per capitaincome of the country in various ways and
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facilitate devel opment of backward areasand weaker sections
of thesociety.

9. Capital formation: A country can attain economic
development only when thereismoreamount of investment
and production. Entrepreneurshelpin channdizingtheir savings
and savingsof thepublicto productiveresourcesby establishing
enterprises. They promote capital formation by channelizing
the savingsof publicto productive resources.

10. Growth of capital market: Entrepreneursraisesmoney for
running their busi nessthrough sharesand debentures. Trading
of sharesand debenturesby thepublicwiththehel p of financid
services sector leadsto capita market growth.

11. Growth of infrastructure: Theinfrastructure devel opment
of any country determinesthe economic devel opment of a
country, Entrepreneursby establishing their enterprisesinrura
and backward areasinfluence the government to devel op the
infrastructure of those aress.

12. Development of Trader: Entrepreneursplay an important
roleinthe promotion of domestictradeandforeigntrade. They
avall assstancefromvariousfinancia ingtitutionsintheform
of cash credit, trade credit, overdraft, short termloans, secured
loansand unsecured loans and lead to the devel opment of the
tradeinthe country.

13. Economic Integration: Entrepreneur reduces the
concentration of power inafew handsby cresting employment
opportunitiesand through equitable distribution of income.
Entrepreneurs promote economic integration in the country
by adopting certain economic policiesand lawsframed by the
government. They helpinremoving thedisparity betweenthe
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rich and the poor by adopting therulesand regulation framed
by the government for the effectivefunctioning of businessin
the country.

14. Inflow of Foreign Capital: Entrepreneurshel pto attract funds
fromindividuasandingtitutionsresidinginforeign countries
for their businesses.

Factor Affecting Entrepreneurial Growth

Thereare variousimpedimentsin the growth of entrepreneurship
development, likelack of viable concept, lack of market familiarity,
lack of Technical skill, lack of business knowledge, lack of seed
capita, lack of self satisfaction, and motivations, socid evils, lack of
jobs, pressures of time and attention towards other sides, legal
obstacles, monopoly, etc., In India, various efforts have been made,
after independence for entrepreneurship development, both at
Government and non-government levels, which includesindustrial
policy, commercial policy, Licensing Policy, Globalisation, and
amplification, etc.,

Following arethekey factors affecting entrepreneurship growthin
Indiax

1. Economic Factors:

The economic factorseffecting the growth of entrepreneursin under
developed countriesare-

I.  Non-Availability of Capital: To expand the businessand
grow infutureresearch and devel opment hasto be conducted.
To conduct aresearch elther equipmentshaveto be purchased
or get exported from other devel oped countries, for thishuge
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capital isrequired. Thusthe non-availability of huge capital
effectsthe growth of entrepreneurship inthe country.

ii.  Non-Availability of Quality Raw Materialsand Finished
Goods: Since there is less availability of raw materias
throughout theyear, they haveto be purchased inlargequantity
and stored during the period of itsavailability. To purchase
heavy qudity raw materids, capital hasto beborrowed which
involvesheavy rateof interest. Thiseffectstheentrepreneurial
growth.

iii. Lack of AdequateBasic Facilities: Certainbasicfacilities
suchaspower facilities, irrigationd facilities, latest technol ogy,
trangport and communication etc., arerequired for undertaking
innovativeactivitieswhich helpin providing increased output
and reduce the cost of production. But in under devel oped
country likeoursthereisin-adequate availability of thesebasic
facilities. The entrepreneur have to get these facilities by
themselveswhere heavy costshaveto bebeared. Thusagain
thesefactorscauseshindranceinthegrowth of entrepreneurs.

iv. Greater risk involved inthebusiness:
a.  Duetoseasond fluctuationsof demand thereisingability
inthemarket.
b. Ingability indomestic andforeign economic policies.
c. Anentrepreneur cannot make correct estimatesfor his
proposed venture asthereislack of correct information,
overhead facilities, market demand etc.,

Since lot of risks are involved the growth of
entrepreneurshipisaffected.
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V.

Non-Availability of Skilled Labours: As there are non
availability of skilled laboursand no proper training facilities
available, theentrepreneursfind it difficult to progresswith
theseunskilled labours.

2. Social Factors:

Someof thesocial factorsinclude-

Social System: Thesocid sysemexiginginthelocdity effect
thegrowth of entrepreneurshipinthecountry. If thereisajoint
family then onemember of thefamily will not sharehiswesdlth
with the other member of thefamily. Thusentrepreneurship
cannot be devel oped.

Cugtomsand Traditions: Infew casescustomsand traditions
play adominant rolein the production decisionsrather than
critically ng thefacts.

Social Set-Up: In some societies very lessimportance in
provided towards education, training, research etc., and more
importanceisgiven towards caste considerations. Thusno
entrepreneurs can emerge from such societieswho havegreat
gptitudeand kills.

Rationality of the Society: In under devel oped countries
most of the soci etiesare non- rational societieswhichisnot
suitablefor theentrepreneuria growth.

3. Personality Factors:

In under devel oped countries, the entrepreneursarelooked up asa
profit makers and exploiters of the resources and people. Thus
causing aproblem for thegrowth of entrepreneurs.
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4. Psychological and Sociological Factors:

According to Mc Clelland, “need achievement motive induces
entrepreneurship”.

According to Paul Wilken, “entrepreneurship becomes the link
between need achievement and economic growth”.

Coledatesthat, “ besideswedl th, prestige, entrepreneurs seek power,
security and servethe society”.

Rostow had conducted research on inter-generation changesin the
entrepreneuria familiesand found that, thefirst generation believesin
seeking wealth, the second generation in prestigeand third generation
inart and beauty.
On the basis of motives, Evens has distinguished three kinds of
entrepreneurs:

I.  Chief motive of managing entrepreneursissecurity.

ii. Chief motiveof innovating entrepreneursisexcitement,

iii. Chief motive of controlling entrepreneurs are power and

authority.

Thusmany psychologica and sociologica factorsaffect thegrowth of
entrepreneurs.

5. Cultural Factors:

If the cultural factors prevailing in the country does not attach great
vaueto busnesstalents, industria leadership etc., then entrepreneurs,
people may not prefer to start up anew venture. Thusentrepreneur
shipisnot devel oped.
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Entrepreneur ship

In the words of Stevenson and others, “Entrepreneurship is the
process of creating value by bringing together aunique package of
resources to exploit an opportunity.” According to A.H. Cole,
“Entrepreneurshipisthe purposeful activitiesof anindividua or agroup
of associated individua sundertakentoinitiate, maintain or organizea
profit oriented business unit for the production or distribution of
economic goodsand services’.

All activitiesundertaken by an entrepreneur to bring abusinessunit
into existence are collectively known asentrepreneurship. Itisthe
processof changing ideasinto commercia opportunitiesand cregting
vaues. In short, entrepreneurshipisthe processof creating abusiness
enterprise.

Meaning

The entrepreneur is defined as someone who has the ability and
desireto establish, administer and succeed inastartup venturea ong
with risk entitled to it, to make profits. The best example of
entrepreneurship is the starting of a new business venture. The
entrepreneurs are often known as a source of new ideas or
innovators, and bring new ideasinthemarket by replacingoldwitha
new invention.

It can be classified into small or home business to multinational
companies. In economics, the profitsthat an entrepreneur makesis
with acombination of land, natura resources, labour and capital.

Inanutshdll, anyonewho hasthewill and determination to Start anew
company and dealswith all therisksthat go with it can becomean
Entrepreneur.
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Definition

Founder and CEO of NeuroFlow Christopher Molaro says,
“ Entrepreneurship meansbeing theonethat iswilling to take aleap,
work hard enough to sacrifice everything elsearound you, al inthe

name of solving problems because no one else is capable or
possessesthedesire.”

NicoleFaith, Founder of 10 Carat Creations, breaksit down: “Being
an entrepreneur meanshaving aplanand vison but till succeeding or
trying to succeed when the plan fallsapart and you' releft with only
your vison. It d so meansknowingwhento giveup, especidly if your
ideaisn’t working dueto forces outside of yoursdlf.”

Entrepreneur vsintrapreneur

Asboth entrepreneur and intrapreneur sharesimilar qualitieslike

conviction, creativity, zeal and insight, the two are used
interchangeably. However, the two are different, as an
entrepreneur isapersonwho takesacons derable amount of risk to
own and operate the business, with an aim of earning returns and
rewards, from that business. Heisthe most important person who
envisionsnew opportunities, products, techniquesand businesslines
and 4coordinatesall theactivitiesto makethemredl.

Onthecontrary, anintrapreneur isan employeeof the organization
whois paid remuneration according to the success of the business
unit, for which he/sheishired or responsible,

Theprimary difference between an entrepreneur and intrapreneur is
that theformer refersto aperson who startshisown businesswitha
new idea or concept, the latter represents an employee who
promotesinnovationwithinthelimitsof theorganization.
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Basis for Comparison Entrepreneur Intrapreneur
Entrepreneur refers 1o a | Intrapreneur refers to an employee
. person who sel up his own | of the organization who 15 in
Meaning : : . - L .
business with a new idea or | charge of undertaking innovations
COncept, in product, service, process etc.
Approach Intuitive Restorative
Use resources provided by the
Resources Uses awn resources.
company.
Capital Raised by him. Financed by the company.
Enterprise Newly established An existing one
Dependency Independent Dependent
. Borie by the entrepreneu
Risk ST ] Taken by the company.
himself.
_— Creating a leading position | Change and renew the existing
Works for : N = e =
i the market organizational system and culiure

Women Entrepreneurs

Of late entrepreneurship amongst women hasbecome atopic of con
cernfor all of us. Sincewomen congtitute nearly fifty percent of the
total population of our country, it isnecessary they play apositiveand
congtructiverolein the socio-economic devel opment of the country.
After Independenceagood dedl of attention hasbeen given to spread
of literacy, increasing employment throughindustrial development and
improving health and qudlity of lifeof womeninthe country.

Women entrepreneurs may be defined asthe woman or agroup of
womenwho initiate, organize and operate abusi nessenterprise. Any
women or group of women which innovates, initiates or adaptsan
economic activity may be called women entrepreneurship.
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Scope of Women Entrepreneur ship

Inrura areaswhereagricultureisthe prominent activity, agro-based
industrieslikefood preservation, bakery, dairy, poultry can betaken
up by women. They have been helping meninall theseactivitieswith
out getting any credit or money with alittletrainingthey coulddoiton
their own in a business like manner. In areas where forests
predominate, forest preservation, collection, assortment and
classification of medical plantstoo can be doneby them.

Indigrictswhereindustriesarelocated, sparepartsand ancillary units
can be managed by women. Apart fromtraditional industry, women
should aso beencouraged inmechanical and eectricd activities. They
can betrained in maintenanceand repairsof al small machineriesand
they can beencouraged to start small workshops. Technical ingtitutes
cantrain girlsand encouragethem towards self-employment.

In urban parts, apart from teaching, nursing and other traditional
occupations, there are many new areas where women can start on
their own. With modern technological revolution, thefieldisvast and
open, Electronics, computer services, information and consultancy
services, advertisng and publicity are some of the areasthat women
entrepreneurscan explore. What they needistraining, financeandthe
cooperation and encouragement from thefamily, the society and the
governmentd organisations. That will enablewomen entrepreneursto
enter themaingtream of the country’ seconomy, whichinturnwill speed
up the economic development of our country.

Recent Developments in Women Entrepreneurship
(Empower ment)

Women empowerment should be one of the primary goals of a
society. Women should be given equality, right of decision-making
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and entitlementsin termsof dignity. They should attain economic
independence. The most important step to achieve women
empowerment isto create awareness among women themselves.
Development of women can be achieved through health, education
and economic independence. Realizing theimportance of women
entrepreneurs, Govt. of India has taken a number of measuresto
assist them. Some of theimportant measuresare outlined asfollows:

1

TRYSEM: Training of Rurd Youth for Self Employment was
launched on 15" August 1979 whichisstill continuing. The
objectiveof TRY SEM isto providetechnica skillstorurd youth
between 18 and 35 yearsof agefrom familiesbel ow thepoverty
lineto enablethemto take up self employment in agriculture
and dlied activities, industries, servicesand businessactivities.
Thisisasub schemeof IRDP. Training given through I Tls,
Polytechnics, Krishi Vigyan Kendra, Nehru YuvaKendrasetc
hashelped many rura women set up their own micro entreprises
withIRDP assistance.

BANKS: Banksparticularly commercia bankshaveformulated
severd schemesto benefit women entrepreneurs. Theseincludes
Rura Entrepreneurship Development Programmes and other
Training programmes, promotion of rura non-farm enterprise,
women venturesetc.

NABARD: NABARD asan apex ingtitution guidesand assists
commercia banks in paying special attention to women
beneficiarieswhilefinancing. It hasa so been providing refinance
to commercia banks so asto help the latter institutions to
supplement their resourceswhich could be deployed for the
purpose of financing women beneficiaries.
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4. INDUSTRIAL POLICY: The new Industria policy of
Government has specidly highlighted the need for conducting
specia entrepreneurship programmefor women.

5. INSTITUTIONSAND VOLUNTARY ASSOCIATION:
Severa voluntary agencieslike FICCI LadiesOrganization
(FLO), National Allianceof Young Entrepreneurs(NAYE)
and othersassi st women entrepreneurs.

NAYE has been aleading institution engaged in the promotion and
development of entrepreneurship among women. It convened a
conference of women entrepreneursin November 1975. It assiststhe
women entrepreneursin:

(8 Getting better accessto capitd, infrastructure and markets.

(b) Identifyinginvestment opportunities.

(o) Deveoping manageriad and productivecapabilities.

(d) Attending to problems by taking up individual caseswith
appropriateauthorities.

(e) Sponsoring participationintradefairs, exhibitions, special
conferenceetc.

6. NATIONAL POLICY FORTHE EMPOWERMENT OF
WOMEN, 2001: Astothecommitmentsmadeby Indiaduring
the Fourth World Conference on women heldin Beijing during
September, 1995, the Department of women and children has
drafted anationa policy for theempowerment of women. This
ismeant to enhancethe statusof womenin all walksof lifeat
par with men.

Assistanceto Women Entrepreneurs
Entrepreneurship doesnot differentiatethe sex. A number of facilities
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and assistance are offered to the entrepreneurs. However, certain
additiond incentivesor facilitiesoffered towomen entrepreneursare
discussed asfollows.

1. SMALL INDUSTRIAL DEVELOPMENT
ORGANISATION (SIDO): SIDO through anetwork of
S SIsconduct the EDPsexclusively for women entrepreneurs.
Theamistodeve op entrepreneurid traitsand quditiesamong
women and enable them to identify entrepreneurial
opportunitiesetc.

2. NATIONAL SMALL INDUSTRIESCORPORATION
(NSIC): The H.P. scheme of NSIC provides preferentia
treatment to women entrepreneurs. It also conducts
Entrepreneursand Enterprise Building programmesfor women.

3. INDUSTRIAL DEVELOPMENT BANK OF INDIA
(IDBI) : Theschemesof IDBI for women entrepreneursare
summarized asfollows:

Promoter’sContribution: ThelDBI set up the MahilaUdyan
Nidhi (MUN) and Mahila Vikas Nidhi (MVN) schemes
to help women entrepreneurs. IDBI conduct programmes of
training and extens on servicesthrough designated approved
agenciesand associ ation with other devel opment agencieslike
EDII, TCOs, KVIC etc.

4., SMALL INDUSTRIESDEVELOPMENT BANK OF
INDIA (SIDBI): SIDBI has special schemesfor financia
assi stance to women entrepreneurs. It providestraining and
extensonsarvices. It givesfinancid assstancea concessond
termsin setting up tiny and smal units.

5. COMMERCIAL BANKS: The" Shree Shakthi Package
Scheme” of SBI providesapackage of ass stanceto women
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entrepreneurs. The consultancy wingsof SBI giveguidance
on project identification and project viability. Theprogram of
assistance such asrepair and servicing, photo copying, dry
cleaning, retail trade business enterprises, poultry farming,
tailoring etc. The Bank Of India hasintroduced a scheme
known as'’ Priyadarshini Yojana to hel p women entrepreneurs.

KUDUMBASREE UNITS: Withtheobjectivesof poverty
eradication and women empowerment Kudumbasree hasbeen
introduced in Kerala. The poor women are organised into
community- based organisations. They start and operatemicro
enterprise. They earnincomethrough salf-employment.

Problems of Women Entrepreneurs

Thebasic problem of awoman entrepreneur isthat sheisawoman.
Women entrepreneursface two setsof problems specific to women
entrepreneurs. Theseare summarized asfollows.

1

2)

3)

Shortageof Finance: Women and small entrepreneursaways
suffer from inadequate fixed and working capital. Owingto
lack of confidenceinwomen’sability, male membersinthe
family donot liketorisk their cgpital inventuresrun by women.
Bankshaved sotaken negativeattitudewnhilelending towomen
entrepreneurs. Thus women entrepreneurs rely often on
persona saving andloansfrom family and friends.

Shortage of Raw M aterial: Women entrepreneursfind it
difficult to procure material and other necessary inputs. The
pricesof many raw materialsarequite high.

Inadequate Marketing Facilities. Most of the women
entrepreneurs depend on intermediariesfor marketing their
products. Itisvery difficult for the women entrepreneursto
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explore the market and to make their product popular. For
women, marketisa'chakravyuh’.

4) Keen Competition: Women entrepreneurs face tough
competitionfrom maleentrepreneursand also from organized
industries. They cannot afford to spend large sums of
advertisement.

5) High Cost of Production: High prices of material, low
productivity. Under utilisation of capacity etc. account for high
cost of production. Thegovernment assistance and subsidies
would not be sufficient for thesurvival.

6) Family Respongbilities Management of family may bemore
complicated than the management of the business. Hence she
cannot put her full involvement inthe business. Occupationa
backgroundsof thefamily and education level of husband has
adirectimpact onthedevelopment of women entrepreneurship.

7) Low Mobility: One of the biggest handicaps for women
entrepreneur isher inability totravel from oneplaceto another
for business purposes. A single women asking for roomis
looked upon with suspicion. Sometimes|icensing authorities,
labour officialsand salestax officialsmay harassthem.

8) Lack of Education: About 60% of women aretill illiterate
in India. There exists a belief that investing in woman’'s
educationisaliability, not an asset. Lack of knowledgeand
experience creates further problems in the setting up and
operation of business.

9) Low Capacity toBear Risks. Women lead aprotected life
dominated by thefamily members. Sheisnot economically
independent. She may not have confidenceto bear therisk
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alone. If she cannot bear risks, she can never be an
entrepreneur.

10) Social Attitudes: Women do not get equa treatmentinamale
dominated society. Wherever she goes, she faces
discrimination. Themale ego standsin theway of successof
women entrepreneurs. Thus, therigid socid attitudesprevent
awoman from becoming asuccessful entrepreneur.

11) Low Need for Achievement: Generally, awoman will not
have strong need for achievement. Every women suffersfrom
thepainful feding that sheisforced to depend on othersin her
life. Her pre-conceived notions about her roleinlifeinhibit
achievement and independence.

12) Lack of Training: A women entrepreneur frommiddieclass
dartsher first entrepreneuria venturein her latethirtiesor early
fortiesdueto her commitmentstowardschildren. Her biggest
problemisthelack of sufficient businesstraining.

13) Lack of Infor mation: Women entrepreneurssometimesare
not awareof technologicd developmentsand other information
on subsidiesand concessionsavailableto them. They may not
know how to get loans, industrial estates, raw materialsetc.,

Remedial M easures

To overcome al such problem efforts are being taken by all the
agenciesonthefollowinglines:

e Promotional Help: Toformulate project inaproper form and
also in drafting project report, getting concurrences from
variousauthoritiesfor different purposes.

e Traning: Achievement of mativationandtraningintheparticular
industry area so beingimparted.
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e Sdection of Machinery and Technology: Suitable assistance
in the choice of appropriate machinery and equipment must
be provided.

e Finance: Banksand other institutionsagenciesare adopting
specid schemesfor rendering ass fancewomen entrepreneurs.
Concessionsand preferencesarea so givento them.

e MarketingAssstance: Providing informationrelating to the
market condition, pricelevel competition and other thingstoo,
women entrepreneurswill greatly relievethem fromtoo much
of torture.

® Besidesthat, they too should possess certain qualities to
become successful entrepreneurshby overcoming theproblem
aswomen.

Entrepreneurial Development Programmes— EDP

I ntroduction

Entrepreneurship devel opment dependsupon the prevailing economic
system. Theexigting socio-politica set up and theprevailing economic
policies of the Government determine the economic system. The
entrepreneurship development ismainly dueto the existence of such
economic system. It isthe entrepreneurship devel opment that actsas
afilip to new, structure of the economy and economic reformstoo.
Theeconomic system differsfrom country to country and hencethe
processof entrepreneurship development differs.

The mixed economic system has been found in existence in all
developing countriesincluding India. Under this system both the
Government and individual entrepreneursplay anequal roleinthe
entrepreneurship devel opment. The government undertakesthose

School of Distance Education, University of Calicut 30



B.Com / BBA — Semester IV - Entrepreneurship Development

activitieswhich arevitd for further economic advancement.

In amixed economy though there are ample opportunitiesfor the
entrepreneurship development with the help of the Government
support, entrepreneurship devel opment ishindered by the deep rooted
evilslikerdigiousconflicts, politica ingtability and unethical practices
likesmuggling, corruptionand adulteration.

Objectives / Importance of Entrepreneurship Develo
pment

The need for entrepreneurship development was not felt by the
classcd economigslikeAdam Smith and David Ricardo. They thought
that capital formation led to economic devel opment.

But according to Schumpeter, the rate of economic growth depends
upon the number of innovationsintroduced by the entrepreneursand
theextent withwhichthefinancid ingtitutionscomeforwardtofinance
the new venture businesseswhich are associated with high risks. He
cons dered thefact that, the prevailing entrepreneurship devel opment
determinesthe economic growth and innovation itself isof no use
unlessitismadeavail ableto the public through new product and the
activitiesinvolvedin such processesarecalled as* entrepreneurship’.

According to him innovative entrepreneurs are essential for
industrialisation, though imitative entrepreneurs are also equally
playing their roleinindustrialisation. Japan isthe best examplefor
indugtrialisationwith theimitative entrepreneurs.

Theentrepreneurship devel opment isneeded on thefollowing grounds

1. Optimum Utilisation of Resour ces

Natura resourcesare getting depleted over aperiod of time. Someof
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the resources are almost scarce and it is the responsibility of the
entrepreneursto identify theaternative sourcesof supply of resources
and al so to make use of the existing resourceswithout doing much
harmto theenvironment.

2. Improved Sandard of Living

Theliving conditionsof the peoplecould beimproved through planned
entrepreneurship devel opment programme. Entrepreneursusethelatest
technol ogy and manufacturethose productswhich areessentia to all
people at the lowest cost and thereby try to improve the living
standard of the people.

3. Ensure Industrialisation

A country issaid to beadvanced if thereisan existence of adequate
industria unitsof bigand small insize. Theexisting entrepreneurship
development programmes create a congenial atmosphere for the
aspiring and young entrepreneursto comeforward to set up industria
unitsespecialy intheindustrially backward regions.

4. Innovation isthe gateway

Innovation takes place in all fields activities. The application of
computers enable businessmen and Government to expeditetheir
businessactivities. Marked improvement hasbeen taken placeinthe
filed of communication due to the application of innovative
technology.

5. Allow Global Market Entry

Entrepreneurship’ development enables the manufactures to
manufacture productsof international quality and thereby try to enter
into the global market and compete with the products of other
nations.
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Pre-requisites for Entrepreneurship Development

Devel opment does not mean the setting up of large scaleindustrial
units. The settings up of asmall scaleindustrial unit also play an
equivaent rolein theeconomic devel opment.

1. Incubator Facilities

‘Incubators havebeenusedin U.S.A. to devel op entrepreneursfor
small scaleindustries. It enablesthemto | trandatetheir [aboratory
researchinto commercial productsand thereby help consumersto
enjoy the benefitsof therecently found technology. Venture capital
financing firmsinthesedayscomeforwardto provideincubator facilities
totheentrepreneurs.

Thesefirmssalect viable projectsand extend not only their financial .
Assistance but dsotheir manageria and marketing experiencessoas
to enablethem to stand ontheir ownlegs.

2. Linkageof Research and Development

Entrepreneurship devel opment dependsupon aperfect linkage between
the entrepreneurs and Research and Devel opment ingtitutions. The
very objective of setting up of Science Park is to enable the
entrepreneurs’ to acquaint themselves with the latest research
developments. Ithelpsthemto establish suitablesmall: scaleindustries
and thereby improve the economic standard.

3. Cultural Behaviours

Theexigting cultura valueissuchthat entrepreneursfindit: difficultto
changetheliving style of the people. Thereisawide gap betweenthe
educated and the uneducated, rural masses and urban masses,
indigeneousmethod of production andindustrid; method of production
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and the like. Because of these variation the: entrepreneurship
development issaid to beduggish.

4. Cumbersome Formalities

Entrepreneuria growth isaffected by:
e Strict Government’scontrol on prices.
Foreign competition.
Poor infrastructure.
Inadequatetraining facilitiesincluding education and

Cumbersomeformditiesto befulfilled a thetimeof setting up
of indugtrid units.

Besdesthereisno adequateinvestment for training, ambiguity inthe
entrepreneurship development programmes and entrepreneurial
information system.

5. Other Obstacles
® |nadequate marketing information.
® Frequent change of Government and itseconomic policies.
® |nadequate monetary incentivesthat commensuratewiththe
risks.
e Absenceof databank.

Phases or Process of EDP

It startsfrom identifying the potential and right candidates, linkage
suitableproject with each one, training and devel oping themanageria
and entrepreneurial capabilities, counselling and motivating the
entrepreneur and providing therequired follow-up support to help the
entrepreneurs in establishing venture. The task of developing

School of Distance Education, University of Calicut 34



B.Com / BBA — Semester IV - Entrepreneurship Development

entrepreneursconsstsof thefollowing activities:

e Identifying and carefully sdlecting thosewho could betrained
asentrepreneurs.

e Deveopingtheir entrepreneuria capabilities

e Ensuring that each potentid entrepreneur hasaviableindustria
project

e Equipping the entrepreneurs with basic managerial
undergtanding.

e Hepingthemto securenecessary financid, infrastructural and
other asssanceso that anindustrial venturematerialiseswithin
the shortest possibletime.

Need for identification

Indiaisavast country with abundant natura resources. Poverty and
unemployment prevail in Indiabecause of underutilisation of natural
and human resources. Thegovernmentisaiming at full employment
and faster economic growth through planned fiveyear plans. It also
wantsto bring abalanced socio-economic devel opment. The Govt.
formulates new schemes and. projects on continuous basis such as
PrimeMinistersRozkar Yojanaetc. Which involvesinvestments of
thousands of Crores of Rupeesand then go for the competent takers
of thescheme?

Theneed for abroad-based entrepreneuria classin Indiaarisesfrom
the need to speed up. the process of activating the factors of
production, leading to ahigher rate of economic growth, dispersal of
economic activities, development of backward and tribal areas,
creation of employment opportunities, mprovement in the standard
of living of theweaker sectionsof the society etc.
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Besidesthat, many employeesin industry and commerce, workers,
supervisors, merchantsand salesmen and number of young engineers
and graduates had latent entrepreneurial skills and a desire or
capacity to be salf-employed. Many lacked self-confidenceto come
forward for their own ventures. So, developing a programme to
identify these people and give them counselling and continuous
training will helpto generate successful entrepreneursinalargescale,

|dentification & Selection

Theinputsof identification and selection must be appropriately and
comprehensively blended as per the requirement and needs of the
locality and the objectives set by the collaborating agencies for
entrepreneuria devel opment programme. Anintegrated approach of
entrepreneurial identification and selectioninvolves. severd functions
at different stages.

Sage 1l
e Contactswithloca agencies

e Definingthetarget area, resourceand Clientileetc.,
e Development of application bank and mediaplanning.

Sage 2
e WrittenTest

e GroupTest
e Interview

Stage 3: Training design and its stratification.

This multi-stage identification process helps to discriminate the
potential person from the universe against the non-potential
candidatesat different stages. Thetotd activitiesto be adopted under
thisintegrated approach are given below:
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Sagel
1. Définitionof target areaswhowill bethepotentia entrepreneur?

what aretheir background education, level of incomeetc?

2. Study of predominant skills- what aretechnical background,
tradi-tional skills of people, and inherited professional
occupation etc?

3. Studying Existing Resources - what kind or raw materials,
ingtitutiona support and infrastructure support areavailablein
that region? Canthey redlly facilitate the subsequent training
andfollow up entrepreneursin the particular state or region?

4. Study of potentia demand —what arethe consumer demands
and what peoplereally need to purchase, export or import,
what isthe marketability of the product within or outsidethe
locdity?

Sage?2

1. Structuring gpplication blank and rel easing advertisement for
theprogramme.

2. Deveoping appropriatetext and mediamix, leeflets, posters
etc. for growing awarenessand interest in thetarget group.

3. Exploringfurther linkageto foster theidentification processat
thelocal leve

Sage3

1. Strengthenthelinkageagenciesto enablethem effectively guage
pre-programme operation.

2. Involvethelocd collaboratingingtitutioninthepreprogramme

operation.
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3. If possible, obtain their commitment on critical issues of
support, viz., onfinance, raw material, land etc.

4. Findisethe sdectiontoolsand techniques.

Selection of Entrepreneurs

After identifying thebasic requisitesof entrepreneursintermsof their
qualitiesand skills, it is essential to adopt a selection processfor
choosing at personswho are having red entrepreneuria aptitude. This
task of selection work helpsto devel op them in the proper perspec
tiveand devel op them as successful entrepreneurs,

Theselection processusually consists of three stages, viz,,

v Prdiminary screening of gpplications
v Assessment of candidates’ entrepreneurid abilities
v’ Ascertainment of theneed for training.

In this selection process, persons possessing aminimum level of
entrepreneurial traitsand having experiencein or familiarity with
commercial or industria activity could be getting the opportunity of
being selected. Technically qualified candidates having no work,
experience may be selected if their entrepreneurial capacity is
adequateand if they areready to undertake smaller, smpler projects
consistent with their overall background and know-now.

Then, the next step in the sel ection processis sel ecting the candidates
for training who without comprehensivetraining inputs coul d not set
up independent units. This helps to assess the need for training,
developing training method period etc. This type of selectionis
considered mainly to avoid wastage of resources and to optimally
utilisethelimitedtraining and development facilities.
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Interview Process

Interviewing by itsdlf isadelicate process, thereforegreater care must
betakeninitsconduct. Interviewing procedure necessarily aim at
confirming the persondity, dataindicated by the candidate during the
pre-selection and selection stage. Interview can alsoincludecertain
simulation games and activitiestest to understand the candidates
better. Thisrequiresthe formation of expert group with different
sepcidisationviz., entrepreneuria sudiesand behaviourd science, from
industrial departments, devel opment authority, from commercia and
development banksetc. Thisgivesabasefor integration of various
functiona input in discrimination and devel opment of entrepreneurs
fromtheinitid stageitsaif.

Thusin the sel ection process, personspossessing aminimum level of
entrepreneurid traits(normally decided by acut-off point inthescores)
and having experiencein or familiarity with commercid or industrid
activity stand abetter chance of being selected. After the selection
process is over, those entrepreneurs possessing concrete project
proposalsand needing only procedura information guidance must be
encouraged to directly seek financia assistanceand set-up industries.
Those candidate who needed strengthening of entrepreneurial and
manageriad capabilitiesmay beadmitted into training programme.

Methods of Entrepreneurial Training

Imparting training is the key component in any entrepreneurial
development programme. Entrepreneurs are not just born but ate
devel oped and trained to assume entrepreneuria ventureboldly. Both
our union and state governments have a so realised the significance of
training in effectuating the self-employment schemes. The selected
candidateswith basic entrepreneuria traitsand keeninenter intothe
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venture are selected to impart training. training gives proper
orientation and exposure to the trainees and motivate the potential
entrepreneurs to take-up and manage the commercia’ venture
successfully. The main objective of (entrepreneurial trainingisto
develop motivation and competence necessary for successful
launching, management and growth of the enterprise. Thetraining
processcan haveainbuilt design of disciminating or screening out the
potential entrepreneurs. Hence, it is verymuch essential for the
budding entrepreneursto make use of thetraining opportunities. This
highlighted intheexhibit toimpart effectivetraining, package hasto be
devel oped cons ting of thefollowing components:

e Achievement Motivation

Product sel ection and project report
Businessmanagement guidance

Practicd trainingand

Work experienceaValidation Training inputsetc.

These training inputs will develop the selected trainees into
“Well-rounded, competent entrepreneurs’. The brief description of
variousinputsof training programmeisgiven below.

1. Achievement Motivation

Inthefirg phase, asintensveachievement motivation training, through
a short period residential programme is given to develop the
entrepreneurid traitssuch asneed to achieve, risk taking, initiative,
etc. Themotivationinputsserveto
(i) Increasetheneedfor achievement;
(i) helpparticipantsredlistically to definetheir goalsand work
towardstheir achievement; and

(iii) heightentheir salf awareness.
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2. Product Selection and project Report

Intheinitial stageof theprogrammeitself, guidance sessionsareheld
on selecting an appropriate industrial opportunity for each trainee
cons stent with hisexperience, competenceand overall capabilities.
Perceiving aprofitable opportunity for commercia exploitationisan
essential quality of an entrepreneur. By providing inputson various
feasibleindustrial opportunitiesthrough ateam of experts (successful
industrialists, leading traders and merchants in manufactured
commoditiesand technical advisersfrom Stateindustrial agencies),
the programme coversthis pre-condition into an information input.
Inadequate knowledge of an opportunity or aclear project proposal
need not be ahandicap in aspiring to bean owner entrepreneur. The
training culminates in the completion of a project report by each
trainees. It isfound to exposethe particularsto the thought process
and field experience necessary for therational choice of business,
product-linemarket mix, etc., and determining their feasibility inlight
of environmental constraints opportunities. It aso constitutes an
instrument for raising finance for the project and thereby linksup
completion of training with the support of financial institutionsfor
implementation.

3.Market Survey

The participants should be given opportunity to actually conduct
market surveysfor their chosen, projects. Thiswould help to expose
thetraineesto the marketing avenuesavail able and could befollowed
by sessionson methods of dealinginthe markets.

4. Business M anagement Guidance

The small-scal e entrepreneur hasto be amanager since he cannot
employ specidiststolook after themultiple businessdecison of sales,
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finance, purchase, personnel etc.

Itisessentid for better performance, the new (trainee) entrepreneur
emerging from the ranks employees and fresh graduates usually
possess familiarity and experience in only onearea, either of
production, salesor supervision.

The syllabus has been developed in consultation with operating
entrepreneurs, tradeand industry expertsand past trainees. It aimsat
enabling the participants to look at an enterprise in totality and
introducesthemto theelementsof planning, budgeting and control as
aidsto good management.

Knowledge of problem-solving through group discussions, syndicate
presentation, case studies and business games may be given due
emphasisonthesyllabus. Busnessinputsaregiventhrough specidists
indifferent subjectsdrawn from professionas, businessand industry
executives, expertsof State Industrial Corporationsand small-scale
entrepreneurs.

5. Practical Training and Work Experience

Fieldtripsto selected industrial unitsare arranged to exposetrainees
to the operational conditions. For those lacking in industria
experience, asix hoursday in-plant training isarranged in relevant
operating factoriesaslong asrequired. A well-equipped Technical
Training Workshop has to be set up by the Corporations which
developsindustrial skillsamong fresh trainees and offers product
devel opment opportunities.

6. Validation of Training I nputs

Testsof comparative performance of trained entrepreneursunder the
programmewho set up industriesversusthosewho werergjectedin
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the selection tests for the training but who nevertheless set up
industria units, validated theinputs package.

Follow-Up

Thesuccessof any entrepreneurial development programmelieson
thefollow-up measures and continuous monitoring of thetraining
institutions and agencies. Follow-up may “betaken on al thethree
stages, viz., Pre-training, training and post-training stages of
entrepreneurship devel opment programme.

Pre-training follow-up measures consists of evaluation of training
infrastructure training, syllabus and entire training schedul e etc.
Similarly, the pogt-training follow up measureshaveto betakenmainly
for the purpose of helping the entrepreneursto achievetechnical,
managerial, marketing and financial assistance from various
supporting agencieswithout much difficulties.

Thefollow-up processnormally consstsof thefollowing activities.

e Preparation of history cardsfor each traineewith thedetails
of bio-data, performance on thetestsand interviews, traits
before and after the training a keeping in touch with each
entrepreneur who have undergone EDP.

® Regular system of reporting should be developed to get
feedback onthe performance of entrepreneurs.

® Projectleadershaveto contact the entrepreneurs by personal
vistsperiodicaly.

e Convening follow-up meeting and maintaining follow-up
records-will ensuresuccessof theentrepreneurid development
programmes.
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e Continuousassessment of theimpact of all developmental
activitiesundertaken by theagenciesbased on certain criteria's.
They may beactivity level of respondents, new businessor
activity started, Fixed Capital investment made, Total
investments made, number of people employed, number of
jobscreated, meanincreasein profits, diversification, quicker
repayment of [oan, improvement inthequality of productsetc.
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Modulell

I nstitutional Support and I ncentivesto
Entrepreneurs

I ntroduction

Entrepreneurs need some support from outside agencies
supporting project preparation and evaluation. Similarly support is
needed for technological upgradation of the entrepreneuria venture.
Entrepreneursneed money for initid investment intheir business. After
doing businessfor few years, entrepreneurswill try to expand their
businessor diverdfy their business. Expansion or diversification needs
substantial investment. Investment support facilities must be made
availableto themfor expansion and diversification of their business.
Hence, financia support systemisneeded to the entrepreneurs.

Entrepreneurs in the normal situation do not aware of the
management techniques. They need managerial support toruntheir
businessefficiently and successtully.

Entrepreneurship Deve opment Ingtitute, Management I ndtitute,
Financia Institutionsand Academic I nstitutions provide manageria
support tothesmall scaleindustries.

Marketing isthenucleusof any businessenterprise. Largescae
enterprises have enough money to spend for advertisement and sales
promotional activitiesfor marketing their productsand to increase
thelr market sharein the daysto come. They have brand valuea so.
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Whereas, SSIsarenot in aposition to compete with them and hence
they require market support system.

Thus, Financid, Marketing, Manageria and technological support are
needed to SSIsnot only for industrial development but also overall
economic development of our country.

Inorder to acceleratethe small industries devel opment, Government
at the Central and Statelevelshave set up anumber of devel opment
agencied inditutions All IndiaFinancid Indtitutions- 1DBI, IFCI, ICICI
- have promoted / sponsored a number of technical Consultancy
Organisations(TCOs) to ass st small entrepreneursin different ways.
Recently, thesmall Industries Devel opment Bank of India(SIDBI)
has been established to help small scale units. In addition to these
ingtitutionsthere are agencieslike National Scienceand Technology
Entrepreneurship Board, Khadi and Village Industries Commission,
Commercial Banks, Exim Bank and Co-operative Banks who
undertake Promotional activitiesaiming at facilitating industrial
development. A brief description about variousingtitutionswhich are
rendering support for promoting entrepreneurshipisgiven below.

Institutional Support

Tostrengthenthemarketing effortsof SSIs. Government hasex-tended
varioustypes of ass stances such asmarket research survey studies,
dissemination of information relating to market and various marketing
aspects, sub contractsexchange, quality marketing scheme, ancillary
pro-motion, publicity, exhibitions, trade fairs, displays, training
programmes, seminars, open house discussions, buyer seller meets,
marketing consul-tancy services, trade centresand export marketing
assistance.
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There are some institutions (Central and States) and schemes to
extend marketing support to the small scale enterprises. Marketing
support isthefelt need of the hour to the small scaleenterprisesin
India. Thesmall scaleenterprisesarein need of ingtitutional support
to market their productsand to surviveinthebusiness.

Inorder toassgt thesmdl scaeindudtriesinthar marketing programme.
Government of India and State Governments have established
variousingtitutions, such as

e Nationd Small Industries Corporation

e State Small Industries Corporation.

e Smadl IndustriesDevelopment Organisation

e Khadi andVillageIndustriesCommission,

e Export Promotion Councils, Commodity Boards,
e SateTrading Corporation,

e Mineralsand MetasTrading Corporation, etc.,

Entrepreneurship and Financial Support

Financeisthelifeblood of any entrepreneuria venture. Itisa
basi ¢ requirement to commence aproject. Entrepreneursarein need
of capital to start business and they can get financial assistance at
every stage of business. Entrepreneurs should plan in advance to
procurethe needed financefor investment from the external sources.
They shouldidentify thefinancial institutions providing financia
assistancefor their projects. Financial institutions providefinancid
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assi stance to meet fixed capital working capital and venture capital
requirementsof theentrepreneurs.

Typesof Finance

Entrepreneursrequirethreetypes of finances depending upon their
nature of business. They are:

Short Term Finance

Short term finance refers to funds required to meet the
commit-mentsduring the shorter period of timei.e., lessthan one
year. Short term financeisused to meet thetemporary working capital
of theenter-prise. Short termfinancid requirementscan bemet through
thefollowing sources:

a. Bank Credit

b. TradeCredit

c. Ingament Credit
d. Customer Advance

Medium-Term Finance

Mediumtermrefersto aperiod of fiveyears. Mediumtermfinanceis
required to meet permanent working capital needs, to expand the
business, to replace certain assets and to meet the expenses for
modernization. Medium termfinancial requirementscan befulfilled
through thefollowing source:

a. |Issueof sharesand debentures

b. Loansfromthefinancid ingditutionsand commercid banks

c. Ploughing back of profits

d. Publicdeposts
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L ong-Term Finance

Long term refers to the period exceeding five years. Long term
financeisrequired to purchasefixed assats, establish anew business,
and to meet the expenses of expansion and modernization of the
bus nessenterprise. Thesourcesof long term financearelisted bel ow:

a. Issueof sharesand debentures
b. Longfromthefinancid inditutionsprovidinglong termfinance
c. Ploughing back of profit

Working Capital Support

Working capital refersto the capital required to meet the day-to-day
expenses/commitments of the business enterprise. Working capita
needs could befulfilled through loansfrom the commercial banksin
theform of hypothecation or pledge. Working capital assistanceis
also given by finance companies, state financial corporationsand
Cooperative banks.

Fixed Capital Support

Fixed capital refersto the capital required to purchasefixed
assetssuch asland and buildings, plant and machinery, furnitureetc.,
Fixed assetsare used for processing theinputsand for getting standard
output. Fixed capita needscoul d befulfilled through market borrowings
andtermloansfrom thefinancid ingtitutionsasgiven bel ow.

I nstitutional Framewor k

Department of Industriesand Commer ce(DIC)

The'*District Industries Centre’ (DICs) programmewas started by
thecentra governmentin 1978 with theobjectiveof providingafoca
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point for promoting small, tiny, cottage and villageindustriesina
particular areaand to make availableto them all necessary services
andfacilitiesat oneplace. Thefinancesfor settingup DICsinastate
are contributed equally by the particular state government and the
central government. To facilitate the process of small enterprise
development, DICs have been entrusted with most of the
adminigrativeand financia powers. For purposeof alotment of land,
work sheds, raw materials etc., DICs functions under the
‘Directorate of Industries’. Each DIC is headed by a General
Manager whoisass sted by four functional managersand three project
managerstolook after thefollowing activities:

Objectives of District Industries Centre (DIC):
Theimportant objectivesof DICsareasfollow:
1. Accderatetheoverdl effortsforindustridization of thedigtrict.
2. Rurd indudtridization and development of rurd industriesand

handicrafts.

3. Attainment of economic equality invariousregionsof the
digtrict.

4. Providing thebenefit of the government schemesto the new
entrepreneurs.

5. Centralization of proceduresrequiredto start anew industrial
unit and minimization- of theeffortsand timerequiredtoobtain
variouspermissions, licenses, registrations, subsdiesetc.

Functions of District Industries Centre (DI C):
) Actsasthefocal point of theindustrialization of thedistrict.
i) Preparestheindustrial profileof thedistrict with respect to:
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iif) Statisticsand information about existing industria unitsinthe
districtinthelarge, medium, small aswell as co-operative
sectors.

Iv)  Opportunity guidanceto entrepreneurs.

v) Compilaionof information about local sourcesof raw materias
andtheir availability.

vi) Manpower assessment with respect to skilled, semi-skilled
workers.

vii) Assessment of availability of infrastructurefacilitieslikequdity
testing, research and development, transport, prototype
devel opment, warehouse etc.

viii) Organizesentrepreneurship development training programs.

IX) Providesinformation about various government schemes,
subsidies, grants and assistance available from the other
corporations set up for promotion of industries.

X) GivesSSl regidration.

Xi) Preparestechno-economicfeasbility report.

Xii) Advicestheentrepreneurson investments.

xiii) Actsasalink between the entrepreneursand thelead bank of
thedidtrict.

xiv) Implements government sponsored schemes for educated
unemployed people like PMRY scheme, Jawahar Rojgar
Yojana, etc.

xv) Helpsentrepreneursinobtaining licensesfromthe Electricity
Board, Water Supply Board, No Objection Certificatesetc.
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xvi) Assist the entrepreneur to procureimported machinery and
raw materials.

xvii) Organizesmarketing outletsin liaison with other government
agencies.

Small Industrial Development Cor poration (SIDCO)

SIDCO, aGovernment owned Public Sector Corporation, was
established in November 1975 for the devel opment and promotion
for Small Scalelndustriesin Kerala. God'sown Country, Keraa, is
giftedwith abundant natural resourcesessentia for establishing Indudtrid
Unitsand SIDCOistakingtheinitiativeto set upindudtrid units. Kerda
SIDCO asa'Tota Solution Provider’ for Small Scale Sector offers
all facilitiesand assistanceto set up Small ScaleUnitsacrossKeraa

Thecorporationisrendering vauableass ancetotheindudtrid
sector inthe State, including Consultancy Servicesat the beginning of
theproject to the I dentification of Industrial Site, Commissioning of
project, Providing infrastructurefacilities, Digtribution of essential raw
materials, Marketing of the MSME Products, Undertaking civil
and electrical works etc. KeralaSIDCO competently handlesthe
necessary requisitesof any project. KerdaSIDCO isnow inthepath
of profit andisnow granting basic facilitiesand marketing security to
theindudtrialistsand new entrepreneursthroughitsdiversfied activities
and new working style. Currently, SIDCO isexpanding itsareaof
worksby diversficationto givenew visonto M SME sector inKerda

SIDCO isafully owned Government Corporation with its
registered officeat Trivandrum. SIDCO ownsand operates production
units, raw materialsdepots, Industrid Estates/ Mini Industria Estates/
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Industrial Parks, marketing cell/emporial/centres, Civil Construction
Divison, IT& TCDivisonetc. KerdaSIDCO hasbeen distinguished
asNo.1 SIDCO among South Indian SIDCO’sduring 2010-2011in
thewake of the achievement of an unprecedented turnover. Addtoits
credentia, Government of Kerdarecognizedthel T& TC Divison of
KerdaSIDCO asaTotal Solution Provider to Government of Kerda

SIDCOisplayingavitd rolefor thepromotion of Smal Micro
and Medium Industriesin the State that provides more than 10000
direct employment opportunitiesand over 20,000indirect employment
opportunities, itsactivitiestolift thissector isvery vita fromsocid and
economicview point.

Activities of Small Industrial Development Cor por ation
(SIDCO)

Themajor activitiesof SIDCO areunder thefollowing divisons.

e Raw Material division: SIDCO Raw Material Divisionis
engaged inthedistribution of variousindustria raw materiads
tothesmall scaleindustriessector inKerala. It dso distributes
ironand sted materidsto Public Sector UndertakingsinKerda
according totheir requirements.

e Production division: Now 8 Production units and a Tool
Room (TRTC) arefunctioning under KerdaSIDCO invarious
digtrictsof the State. Government Departments, Public Sector
Undertakings and Autonomous Bodies arefreeto purchase
all typesof furniture and other equipments produced inthese
units, without observing usua tender formdlities.
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e Marketing divison: Provides assistance to SSI unitsfor
marketing their products. There are opportunitiesfor export
of theproductsof Kerda sSSl sector, Village Industries Sector
etc., TheMarketing Divisonisnow having 7 SalesEmporia
and 7 Marketing Centresat variousdistrictsof Kerala. The
SSI unitsregistered with SIDCO exhibit their products in
the emporia for which SIDCO is not charging any
fee. The Government of Keralaappointed KeralaSIDCO
assolechannelizing Agent for procurement and supply of 20
products. Details of Sales Emporiaand Marketing Centres
listed separately.

e Congructiondivison: Themanfunctionsof thisDivisonis
to undertake construction and maintenancework of shedsin
Industrial Estates, Industrial Development Plots, providing
infrastructurefacilitiesfor Industrial Growth Centres, setting
up of Industrial Parksetc. In additionto theseit undertakes
civil worksentrusted by the Industries Department, Public
Sector Undertaking and Other autonomous bodiesand Grama
Panchayathson centagebasis.

e Industrial Infrastructuredivision: KeraaSIDCO owns
17 Conventional Industrial Estatesand 36 Mini Industrial
Estateswhich arefunctioningin different Districtsof Keraa.
Thereare 920 factory shedsinwhich morethan 750 SSI units
arefunctioning. Theabove said factory shedswere allotted
on Leasebasis, Hire Purchase basisand Out Right Purchase
basis. A very few shedsarevacant for allotment preferably on
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Out Right Purchase basis. In addition to these factory sheds,
Industrial Plots are being alotted to the entrepreneursin
Industrid Estates, Mini Industrial Estatesand Industrial Parks
for constructing factory sheds of their own design to run
industrid units.

Cons dering theimportance of Small ScaleIndustries, aspart
of Government Policy, the scheme for setting up of One
Industria Park in each of the 140 A ssembly Constituenciesof
the Stateisbeing implemented by SIDCO.

e |[nformation Technology and Telecommunication
Divison: SIDCOIT&T Divisionisproviding softwareand
hardware solutions to Central and State Government
departments, Central and State Public Sector Undertakings,
Loca Saf Government Bodies,

Autonomous | nstitutionsand SSI units. The areasidentified
for businessare

a) Deveopment & maintenanceof software solutions&
website devel opment
b) IT & Telecom products& Services
c) Hardwareproducts& Services
d) OfficeAutomation productsé& services
€) Sparesand other consumables
KeralaSIDCO Ltd IT &T Division supplies Hardware (servers,

Laptops, Desktops & computer peripherals) Software solutions,
Telecom products, Office automation productsAnnual Maintenance
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contract, Third Party maintenance contract and repair and
Maintenance Contract. Kerala SIDCO Ltd has empanelled
accredited IT & Telecomm firmsto execute projectsundertaken. We
arefully equipped to executeany I T & Telecom implementation as
per Government Guidelines. Through our business partnersweare
capableof providing any solution which the clientsdemand and with
thewiderepertoire of qualified service personnel we can provideon
call support for al our future clientslocated through thelength and
breadth of the State.

National Small Industries Corporation (NSIC)

National Small Industries Corporation (NSIC), isan 1SO 9001:2015
certified Government of India Enterprise under Ministry of Micro,
Small and Medium Enterprises(MSME). NSIC hasbeenworking to
promote, aid and foster the growth of micro, small and medium
enterprises in the country. NSIC operates through countrywide
network of officesand Technical Centresinthe Country. Inaddition,
NSIC has set up Training cum Incubation Centre managed by
professional manpower.

Mission: “To promote and support Micro, Small & Medium
Enterprises (MSMES) Sector” by providing integrated support
servicesencompass ng Marketing, Technology, Financeand other
SEVices.

Vison: “Tobeapremier Organizationfostering thegrowth of Micro,
Small and Medium Enterprises(MSMES) Sector”.
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Functions of National Small Industries Corporation
(NSIC)

1

2)
3)

4)
5)

6)

8)
9)

Provide machinery on hire-purchase schemesto small scale
indudtries.

Provideequipment leasing facility.

Help in export marketing of the products of small-scale
indudtries.

Participatein bulk purchase programme of the Government.
Develop prototype of machinesand equipmentsto passonto
smal-scaeindustriesfor commercia production.

Distribute basic raw material among small-scaleindustries
through raw material depots.

Help in development and upgradation of technology and
implementation of modernization programmesof small-scale
indudtries.

Imparttraininginvariousindustrid trades.

Set up small-scaleindustriesin other devel oping countrieson
turn-key basis.

10) Undertaketheconstruction of industria estates.

Small Industries Development Bank of India (SIDBI)

Itisanationd ingtitution for promotion, financing and devel opment of
small scaleindustries. It cameto operationonApril 2, 1990. SSI can
avail financial assistancefrom SIDBI throughitsdirect and indirect
financia assstance programme. All theprogrammesof theSIDBI are
directed to solvethe problems of the SSIsin areaslike, quality of
upgradation, obsol escence of technol ogy and technol ogy improvement,
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marketing, infrastructure development, delayed reaization of hills,
ancillarisation, export financing and venture capita financing.

Mission: To facilitate and strengthen credit flow to MSMEs and
address both financial and developmental gaps in the MSME
€Co-system.

Vision: Toemergeasasinglewindow for meeting thefinancial and
devel opmental needsof theM SME sector tomakeit strong, vibrant
and globally competitive, to position SIDBI Brand asthepreferred
and customer - friendly ingtitution and for enhancement of share holder
wealth and highest corporate val ues through modern technology
platform.

Functionsof Small IndustriesDevelopment Bank of India
(SIDBI)

1. Smdl IndustriesDevelopment Bank of Indiarefinances|oans

that areextended by the PLIstothesmall-scaeindustrid units
and also of fersresources assi stanceto them.

2. SIDBI also serves the functions of discounting and
rediscounting of billsof SSI units.

3. Itdsohepsinexpanding marketing channelsfor the products
of SSI (Small ScaleIndustries) sector bothinthedomesticas
well asinternational markets.

4. Itoffersserviceslikefactoring, leasing etc. to theindustrid
concernsinthe small-scale sector.

5. It promotes employment-oriented industriesparticularly in
semi-urban areasfor creating empl oyment opportunitiesand
thus checking the rel ocation of peopleto the urban aress.
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6. Itasoinitiates stepsfor modernisation and technol ogical
up-gradation of current units.

7. Itdsoenablesthetimely flow of credit for working capital as
well asterm loansto Small Scale Industriesin cooperation
with commercia banks.

It also co-promotes state-level venturefunds.

SIDBI helpsin National small scaleindustriesmaking Hire
purchase, leasing and marketing activities.

10. SIDBI providesvarious soft loanslike Mahilavikasnidhi,
National enquiry fund, Mahilaudayam Nidhi and aso provides
seed capital tothe start ups.

Khadi Villagel ndustry Commission (KVIC)

TheKhadi and Village Industries Commission was established by an
Act of Parliament in 1956. Promoting Khadi and VillageIndustriesin
therural areasisthebasic objectiveof KVIC. It providesmarketing
support totherural industries. KVIC and established retail outlets
throughout Indiafor selling the productsof therura industries.

Thereare 30 State Khadi and Village IndustriesBoard functioningin
Indiato cater to the needs of the Khadi and Villageindustries. The
KVIC providesnecessary support needed to the entrepreneursthrough
State Khadi and Village Industries Boards and Khadi and Village
Industries Programme.

Khadi and Village Industries Board in Collaboration with the
concerned Digtrict Rura Development Authority hasbrought out the
following devel opments

e Upgrading of Khadi and Villageindustriestechnol ogy.

School of Distance Education, University of Calicut 59



B.Com / BBA — Semester IV - Entrepreneurship Development

Improving quaity of KV products
Egtablishing rapport with exportersfor exporting KV 1 products

Utilising distribution network of large scale and reputed
businesshouses.

Expanding need based product lineinKVI.

Functionsof KVIC

The following are the functions of Khadi Village and Industries

Commisson:

1. Itplans, promotes, organizes, and implements programmes
for the devel opment of Khadi and Village Industries (KV1).

2. Itcoordinateswith multiple agenciesthat areengagedinrura
development for severa initiativesw.r.t khadi and village
industriesinrural aress.

3. Itmaintains areserve of raw materials that can be further
promoted in the supply-chain.

4. It adsin creating common service facilities that help in
processing of raw materials.

5. Itaidsthemarketing of KVI productsthrough artisansand
other avenues.

6. It createslinkageswith multiple marketing agenciesfor the
promotion and saleof KV1 products.

7. Itencouragesand promotesresearch and development inthe
KVI sector.

8. It bringssolutionsto the problemsassociated with the KV

products by promoting research study and enhancing
competitivecapacity.
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9. Itadsohdpsinprovidingfinancia assstancetotheindividuals
andingtitutionsrelated to thekhadi and villageindustries.

10. Itenforcesguidelinesto comply with the product standardsto
eliminatethe production of ingenuine products.

11. Itisempowered to bring projects, programmes, schemesin
relation to khadi and villageindustries' development.

Small Industries Service Institute (SISl)

Attheheart of dl agenciesdealing with development of small industry
issmal industriesdevel opment organization, SIDO. Itwasoriginaly
known as central small industries organization (CSIO). Attached to
theminigtry, S DO adminigerssmdl indudtriessarviceingitute (S 9's).
Thesmall industriesserviceingtitutes (SISI’s) are set-up oneineach
stateto provide consultancy and training to small and prospective
entrepreneurs. Theactivitiesof Sl Ssareco-ordinate by theindustrid
management training divison of theDC, SSl office(New Delhi). Indl
thereare 28 SISI’sand 30 Branch SISI’s set up in state capitalsand
other places all over the country. SISl has wide spectrum of
technol ogical, management and administrative tasksto perform.

Functionsof SI S|

1. To assist existing and prospective entrepreneurs through
technical and manageria counsaling suchashelpinseecting
the appropriate machinery and equipment, adoption of
recognized standards of testing, quality performanceetc.

2. Conducting EDPsadll over thecountry;

3. Toadvisethe Centra and State governmentson policy matters
relating to small industry devel opment;

4. Toassistintesting of raw materials and products of SSIs,
their ingpection and quality control;
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10.

To providemarket informationtothe SISI’s;

Torecommend SSI’sfor financial assistancefrom financial
inditutions;

To enlist entrepreneursfor partition in Government stores
purchase programme;

Conduct economic and technical surveysand preparetechno
economic feasiblereportsfor selected areasand industries.

Identify the potential for ancillary development through
subcontract exchanges,

Organize seminars, Workshopsand Industries Clinicsfor the
benefit of entrepreneurs.

Activitiesof SIS

1)

2)

3

4)

The Small Industries Service Ingtitutes have been generally
organizing thefollowing typesof EDPson specidized courses
for different target groupslike energy conservation, pollution
control, Technology up-gradation, Quality improvement,
Materia handling, Management technique etc. asmentioned
ealier.

General EDP for educated unemployed youth, ex-service
personnel etc. for aduration of four weeks.

Inthese programmes, classroom lecturesand discussonsare
held onissuessuch asfacilitiesand assistance availablefrom
State and Central government agencies, banks, financial
ingtitutionsand Nationa Small Industries Corporation.

Apartfromthis exposureisgiveninformation regarding market
survey, product identification and selection, technologies
involved, management of small enterprises, particularly in
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meattersreaingtofinancid management, marketing, packaging
and exports.

5) The participants also interact with successful small scale
entrepreneursasapart of their experience sharing Information
of qudity; possibilitiesof diversification and expansonaredso
given.

6) The entrepreneurs are helped to prepare Project Reports
based on their own observations and studies for obtaining
financia assstanceasmay berequired.

7) Such courses have benefitted many entrepreneursto set up
unitsof their own choice.

Kerala Industrial Technical Consultancy Organisation
(KITCO)

KITCO, the first Technical Consultancy Organisation (TCO) in
India, wasestablishedin 1972 by Industrial Devel opment Bank of
India, other nationd and Sateleve financid indtitutions, Govt. of Kerda
and 7 Public Sector Banksfor rendering servicesto Entrepreneurs,
Govt. Departments/PSUs, Local Bodies, etc. Presently, Small
Industries Development Bank of India (SIDBI) is the prime
sharehol der with 49.77% shares of the company.

Functions and services of Kerala Industrial Technical
Consultancy Organisation (KITCO)

e Theamof setting up of TCO, which had theblessing of Gowt.
of India and the Reserve Bank of India, was to provide
professional technical consultancy assistance to banks by
appraisal of projects for priority sector lending and to
entrepreneursin the SME Sector by way of preparation of
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Project Reports & Market Studiesand conducting training
programmesfor entrepreneurship devel opment. Subsequently
similar TCOswereset upinamost al the stateswith one of
theNational Financial Institutions (IDBI, IFCI or ICICI) as
the prime sharehol der.

e Overtheyears, inlinewiththedynamic natureof itsclients
requirements, KITCO hasevolvedinto amulti-functional and
multi-disciplinary organization offering awiderangeof services
to the industrial and infrastructure sector and to a wider
spectrum of clientel eincluding those outside the geographic
boundsof Kerala

e Thediversification enabled KITCO to offer consultancy
servicesfor implementation of projectsunder oneroof from
“Concept to Commissioning” and obtain astamp of gpproval
from clientsin other areaslike Operation & Maintenance,
Energy Audits, Asset VVa uation, Skill Certification, Placement
Services, etc.

e The major services offered by KITCO are Project
Consultancy, Detailed Engineering & Project Execution,
Technical Services, Environmental Engineering and HRD
Consultancy. During the past 40 years, KITCO hasextended
consultancy servicestoawiderangeof clientele, mainly public
sector undertakingsand various Departmentsof Govt. of India
& Govt. of Kerala

e KITCO hasimplemented morethan 600 projectsof varying
magnitude across sectorslikeAirports, Office& Commercid
Buildings, Ingtitutional Buildings, Tourism, Industrial Parks/
SEZs, Roads & Bridges, Industrial Plants, Water Supply
Systems, Effluent Treatment Plants, etc., and prepared more
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than 3500 Feasibility Reports/Bankable Project Reports/
Detailed Project Reports/Study Reports.

e KITCO has been successfully providing the Operation &
Maintenance servicesfor two leading SEZsin the country
Cochin Special Economic Zoneat Kochi and MEPZ SEZ at
Tambaram.

e KITCO hastrained morethan 80,000 entrepreneursthrough
Entrepreneurship Devel opment Programmesin various sectors.

e KITCO has been accredited as the Assessing Body under
Skill Development Initiative (SDI) scheme of Ministry of
Labour & Employment, Govt. of Indiaand so far assessed
morethan 60,000 candidates from various State and Union
Territories.

e KITCO hassuccessfully implemented projectslike Cochin
International Airport Ltd., Titanium Sponge Project,
Internationa Marina, Cochin Specid Economic Zone, etcand
presently implementing amultimoda Mobility Hub a Cochin,
all of which arefirst of itskind in the country in their own
respect.

e KITCO hassuccessfully completed the Phase-1 of CIAL Golf
Course & Country Club and Ghallah Wentworth Golf Course
at Muscat, Sultanate of Oman, thereby establishingitsdf inan
area, which was considered to be the forte of European
Conaultants.

® The prestigious overseas assignments KITCO so far has
completedincludethetechnical evauation of eectrical power
distribution network at King Abdul Aziz Internationd Airport,
Jeddah. KITCO hasafull-fledged officefacility at Cochin
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with morethan 250 competent and highly qudified professonds
invarious branches of engineering and also in thefields of
Finance, Economics, Management, I nformation Technol ogy,
etc.

e Apart fromtheabove, to meet therequirementsfromtimeto
time, KITCO hasapand of Speciaist Consultantsin various
fields. KITCO's revenue during 2012-13 was Rs.372.02
million. The company hasbeen paying dividend consistently
since 1997-98.

Science and Technology Entrepreneur ship Development
Project (STEDP)

The Government of India, intheyear 1985, set up aNational Science
and technol ogy Entrepreneurship Devel opment Board (NSTEDB)
particularly to encourage entrepreneurship amongst the Scienceand
Technology persons and that too specificaly in the industrially
backward areas of the country. Besides, discovering of new resources
and manufacturing techniques, remedying growing unemployment and
achieving better indudtridization in the country, too have beenitsother
objectives. TheNSTEDB thereforetook up aspecia project entitled
‘ Science and Technol ogy Entrepreneurship Development’ (STED).
For this, 12 digrictswhichareindugtridly backward and haveimmense
untapped and under tapped natura resourceshad been selected under
thisproject fromall over the country from most of the states. Jodhpur
digrictin Rgasthanwas sdlected asone of thesecentres. Inthisdigtrict,
the project was started in the year 1985-86, under the control of
Director, Scienceand Technol ogy, Government, of Rgjasthan, Jaipur.
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TheSTED Project

In the project mode, the STED project aims to bring about a
soci o-economi ¢ devel opment of an areathrough theintervention of
Science & Technology. The project envisages matching of the
material and the human resources of the district to create new
enterprises and employment by usage of Science & Technology
processes. Itinvolvesidentification of opportunitiesthrough adetailed
scientific survey and expl oitation of the opportunitiesthusidentified
by theentrepreneurs. Thetota project lifeisfour years. Currently the
STED project isbeing implemented in 43 districts of the country.

Objectives/Activitiesof STEDP
The broad objectivesof the project are:-

e Toidentify possibleresource based projectsin theregion
covering both rural and urban areas.

e Toidentify S&T intervention (like technology selection,
modification, ateration and dissemination) for exploiting the
opportunitiesby prospective entrepreneurs.

e Toimproveworking of existing enterprisesthrough S& T
intervention to upgrade thetechnol ogy and modernisation of
units

e Toorganiseregular enterpriseawareness programmesand kil
devel opment programmesfor creeting suitableentrepreneuria
environment inthedigtrict.

e Tolaunch at least 200 micro-enterprisesin thedistrict during
thefour years of duration in which at least 50 technology-
driven micro-enterprisesareto beintechnology specific areas
asidentified by theimplementing agency earlier.
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Strategies of National Entrepreneurship Development
Board (NEDB)

Objective

Themain objective of the Nationa Entrepreneurship Devel opment
Board (NEDB) Schemeis promotion of entrepreneurship for encour
aging self-employment insmall-scaleindustriesand smal business.

Functionsof NEDB

Themain functionsof NEDB areto:

>

| dentify and removeentry barriersfor potential entrepreneurs
(first generation and new entrepreneurs) including study on
Entrepreneurship development.

Focus on existing entrepreneursin small sector and identify
and remove condtraintsto survival's, growth and continuoudy
improve performance.

Facilitate the consolidation, growth and diversification of the
existing entrepreneuria ventureinal possbleways.

Support skill up-gradation and renewal of |earning processes
among practicing entrepreneurs and managersof small and
medium enterprises.

Support agencies about the current requirement of growthin
thearea of entrepreneurship.

Act ascatdys toingtitutiondise entrepreneurship deve opment
by supporting and strengthening statelevel institutionsfor
entrepreneurship devel opment.
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»  Setting up of incubators by entrepreneurship devel opment
institutionsand other organi sations devoted to the promotion
of entrepreneurship devel opment.

Eligibility

Any indtitution seeking financid assstancefor theactivitiesmentioned
aboverelating to entrepreneurship devel opment under the NEDB
Schemehasto send their gpplication giving detailsincluding objective,
activities proposed to be covered, cost break-up, funding
arrangements, detail s of the organi sation including audited accounts

of thelast 3years, etc. to the Joint Secretary, Ministry of Small Scale
Industries.

National Institute for Entrepreneurship and Small
Business Development (NIESBUD)

The National Institute for Entrepreneurship and Small Business
Deveopment (NIESBUD) was established in 1983 by theministry of
industry (now ministry of small scaleindustries), Govt. of India, asan
apex body for coordinating and overseeing the activities of various
institutions/agencies engaged in entrepreneurship development
particularly intheareaof smal industry and smal business. NIESBUD
wasregistered asasociety under the government of Indian societies
Registration Act, X X1 of 1860. It started upitsfunctioning from 6th
July 1983, it was established by the government of Indiaasan apex
body for coordinatingand overseaing theactivitiesof variousingitutions
and agenciesengaged in entrepreneurship development, it wasmainly
intheareasof smdl industry and small business.

Thepolicy, direction and guidanceto the Instituteisprovided by its
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Governing Council whose Chairman isthe Minister of SSI. The
Executive Committee consisting of Secretary (Small Scaelndustry &
ARI) asits Chairman and Executive Director of the Institute asits
Member Secretary executesthepoliciesand Decisonsof theGoverning
Council through its whole-time Executive Director. NIESBUD
“Setting the standards in Entrepreneurship and Small Business
development since 1983” To evolve standardized materials and
processes for selection, training, support and sustenance of
entrepreneurs, potential and existing.

Objectives

1

2)

3)

4)

5

6)

To evolve standardized materialsand processesfor selection,
training, support and sustenance of entrepreneurs, potential
andexigting.

Tohdp/support and affiliateinditutions/organizationsincarrying
out training and other entrepreneurship devel opment rel ated
activities.

To serve as an apex national level resource institute for
accelerating the process of entrepreneurship devel opment
ensuring itsimpact acrossthe country and among al strataof
thesociety.

To providevitd information and support totrainers, promoters
and entrepreneurs by organi zing research and documentation
relevant to entrepreneurship devel opment.

Totraintrainers, promotersand consultantsin various areas
of entrepreneurship devel opment.

To provide national/international forumsfor interaction and
exchange of experienceshelpful for policy formulation and
modification at variouslevels.
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7)
8)

9)

To offer consultancy nationally/internationaly for promotion
of entrepreneurship and small businessdevel opment.

To share internationally experience and expertise in
entrepreneurship devel opment.

To share experience and expertise in entrepreneurship
development acrossNational frontiers.

In order to attain its objectives NIESBUD carries out a
wide range of activities such as the following.

Evolving effectivetraining strategiesand methodol ogy
Standardizing mode syllabusfor training varioustarget groups.
Formulating scientific salection procedures.
Deveopingtraining aids, manuas, and tools.

Facilitating and supporting Central/state/other agenciesin
executing entrepreneurship devel opment programmes.

Conducting such programmesfor promoters, trainers, and
entrepreneurswho are not undertaken by other agencies.

Maximizing benefits and accelerating the process of
entrepreneurship devel opment.

Organizing dl thoseactivitiesthat help devel op entrepreneurid
cultureinthesociety.

NIESBUD also serves as the secretariat for National
Entrepreneurship development Board (NEDB), the gpex body
which determines policy for entrepreneurship development in
the country.
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e Theingtitute, therefore, performsthetask of processing the
recommendations made by the Board.

TechnoPark

Technopark Kerala refers to a technology park in
Thiruvanathapuram (Trivandrum), Indiadedicated to electronics,
software, and other Information Technology (IT) ventures. The
technology park representsthefirst, andlargest, inIndia. Launchedin
1990, Technopark currently has 3.2 million square feet (310,000
square meters) of built-up space, serving as home to over 125
companies, whichemploy morethan 17,000 professonds They incdlude
oneCMMI level 5and PCMM level 5company, four CMM Levd 5,
two CMM Level 3and severa 1SO 9001 certified companies. The
Government of Keralapromotesthe Technopark with amandateto
nurture entrepreneurship and employment in theregion. Thepolicy of
economic liberalisation initiated by the government of Indiain 1991
and therapid growth of thegloba softwareindustry during the 1990s
has substantially contributed to the growth of Technopark. Over 70%
of KeralasIT exportscomefrom Technopark.

TheIndian government’sinitiativeto establish Technopark,
Kerda, arosefrom an awarenessthat economic successin thetwenty
-first century depended upon becoming competitivein theinternationa
market placein Information and Knowledge Technology. Thelndian
government understood that thetraditiona courseof devel oping heavy
Industriesbefore moving to clean industries could be modified with
the advent of the Knowledge and Information Age. Shortly after the
establishment of Indiaasan independent republic, theimportance of
thecomputer, communications, and biol ogica sciencesbecameevident.
Thelndiangovernment’ ssupport for the creation of Technopark, Kerda
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from acampusembracing I ndian and international companiesto the
establishment of atechnology city hasrightly gained the attention of
theworld community.

Functionsof Techno park

1. Opportunitiesaplenty for development
Provisonand maintenance of excellent infrastructurefacilities
Establishment of ahigh security zoneat low cost
Crestion and sustenance of aworld classworking environment
Augmented employability quotient of youth

Enormousannua supply of fresh college passoutsto thework
force

7. Lowestrate of manpower attrition

8. Environment friendly campusthat amsto stay green

9. Reduction of wasteand enhanced water and energy efficiency
10. Perfectly harmoniouswork settings

o gk~ W DN

I ncentives

Theterm“incentive’, generally meansencour aging productivity. It
isamotivational force, which encouragesan entrepreneur totakea
right decisonand act uponit. Theobjectiveof providingincentivesis
tomotivatean entrepreneur to set up anew ventureinthelarger
interest of the nation and the soci ety.

Government providesmany typesof incentivesto entrepreneurs. These
incentives helptoincrease productivity. It actsasamotivating force
for the entrepreneur. Theseincentives are categorized asconcession,
subsidiesand bounties. Subsidiesare aonetimelump sum amount
givento the entrepreneur by the government. Itisafinancial helpto
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cover the cost. Bounty isafinancial help provided to an industry so
that it can compete with other units of the country aswell as any
foreignindustry inthesamebusiness.

Importance

1. Toe€liminate Economic constraints. Entrepreneursface
many typesof congraints. e.g. lack of adequateinfrastructure,
far flung locations of supporting officesfor projects, lack of
related knowledge by entrepreneursviz., managerial know
how, market intelligence, etc. Thusgovernment incentivesin
theform of availability of power, concessiond finance, capita
investment subsidies, transport subsidies etc., aims at
eliminating such constraintsand promote entrepreneurship.

2. Tobringabout regional parity in development: In our
country thereisimba anceinthe development acrossdifferent
regions. Some are well established and some are
underdeveloped. In order to see that there is equal
development of al theregions, government provides specia
incentivesfor establishing entrepreneursin the backward
regions.

3. To enhance competitive capability: In this competitive
world small scaeenterprisesestablished by entrepreneursface
stiff competition from big firms. If they are not provided
appropriate support from the government then they cannot
surviveand grow. Thuscertain incentivesarerequired. EQ:
reservation policy, pricepreference, preferentia purchase, etc.,
helptoimprovetheir competitive strength.

Entrepreneursin the present globalized market economiesare
the engine of economic development. Dueto their private
ownership for majority of cases, entrepreneuria spirit, their
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flexibility and adaptability and also their capability toreact to
challenges and changing environments, enterprisesiead to
sustai nablegrowth and employment generationin asignificant
manner. Enterprises, epeciadly smal and medium enterprises
are considered to have strategic importance in national
economy for many reasons. Therefore government helps
enterprisesincluding small and medium ones by supporting
entrepreneurs. By doing so, it ispossibleto create new job
positions, increase gross domestic product (GDP) andrising
living standard of population. Government provides support
to entrepreneursin thefollowing ways.

4. Training: Basictraining variesfrom product to product but
will necessarily emphasi se on sharpening of entrepreneuria
skills. Inthisregard central and state government’ stechnical
institutions provide need based technical training.
Entrepreneurship devel opment programmesare conducted by
many government organizations and non government
inditutions.

5. Marketing assistance: Government and non government
agencies provide marketing assistance to entrepreneurs.
Government promotes M SME productsthrough exhibitions.
NSIC directly marketstheM SME product in the nationa and
international market, NSIC managessingle point registration
scheme for manufacturers for government purchases.
Enterprisesregistered under thisscheme obtain the benefit of
freetender documents and exemption from earnest money
deposit and performance guarantee.

6. Promotional schemes: Government provides highest
preferencefor devel opment of MSME by formulating and
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implementing conducive policiesand government schemes.
Government providesdevel opment land and sheds on actual
cost basiswith gppropriateinfrastructure. Thegovernment has
designed the specia schemesfor specific purposes such as
guality upgradation, common facilities, entrepreneurship
devel opment and consultancy servicesat minima charges. The
government providesfinancial support to entrepreneursto
obtain SO 9000 certificate by providing up to 75% of actual
cost with maximum celling of Rs75000/-.

7. Concesson of Exciseduty: Government providesexemption
to MSME unitsfor aparticular level of annual turnover from
paying exciseduty. Thelimit of turnover isvariable.

8. Credit facility: Credit to micro, medium and small scalesector
is covered under priority sector lending by banks. Small
industries development bank of India (SIDBI) is mainly
respons blefor implementing various schemesof providing
financial support to small entrepreneurs. Loans are also
provided to small entrepreneurs by schedul ed bankswithout
collatera security. Thislimitisvariable.

Classification of Incentives

Broadly, incentives include concessions, subsidies and bounties.
Incentivesmay befinancial or non-financial. Nonfinancial incentives
push an entrepreneur towards decision and action. Entrepreneursin
Indiaare offered anumber of incentives. Theseincentivesnormally
aim at reducing some of the problems faced by small scale
indugridigs.

Subsidy: Subsidy is a financial assistance or a sum of money
provided by a government, to an industry for public welfare or
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interest. Itisany financid ad, grant, or contribution. “ Subsdy” means
asinglelump sum of money that isgiven by aGovernment to an
entrepreneur to cover the cost.

Bounty: Theterm*Bounty” denotesabonusor financid aid givento
an industry to help it to compete with other units established in
country or inaforeign market.

Examplesof I ncentives

Industrial estates, industrial complexes, availability of power,
concessiond finance, capital investment subsidy, transport subsidy,
are few examples of incentives to solve constraints faced by
entrepreneursin small scale sector.

Schemes of Sate Gover nments

e Thedaegovernmentsaso providetechnica and other support
servicesto MSME through their directorate of industriesand
district industriescentre.

e Ingenerd dl thegstate governmentsextend support of following
types.

v' Deferment/ suspension of salestax.

v' Power subsidy

v' Capital investment subsidies to new enterprises
established insomesdalected districts.

Margin money/seed capital assistance schemes.

AN

Priority in providing power connection/water connection.
v" Technica and consultancy support.
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Need for Incentivesand Subsidies

Theneed for incentivesand subsidiesarisesfor thefollowing reasons.

1

2)

3)

4)

To Remove Regional Disparities in Development:
Industries may be concentrated and overcrowded in some
regions, in order to correct thisregional balance, incentivesare
provided to entrepreneurs. They will start new venturesin such
backward areas. Thusthe backward areas become devel oped
and regiona imbalancesare corrected.

To Provide Competitive Strength, Survival and Growth:
Severd other incentivesareprovided for thesurviva and growth
of industries. For example, reservation of products, price
preference etc. will improve the competitive strength. Other
concessionslikeconcessiond finance, tax relief etc., contribute
their surviva and growth.

To Generate More Employment and Remove
Unemployment: Market adjustmentsand external economies
play asignificant roleintheeconomic devel opment of acountry.
Subsidies cause movement of entrepreneursfrom devel oped
areasto developing or backward areas. In short, incentives
and subsidies serve asacatalyst to start adynamic process of
development.

ToPromoteEntrepreneur ship: Industrial estates, availability
of power, concessional finance, capital investment subsidy,
transport subsidy etc, arefew examplesof subsidieswhichare
aimed at encouraging entrepreneursto take up new ventures.
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Problems Relating to Subsidies

Some problems may arisein devising and implementing asubsidy
system. They areasfollows.

>

YV V V V V V Y

Y

A subsidy may remain unuitilized.

If theadministration isinefficient or corrupt, subsidy will not
producethe desired results.

Itisvery difficult to measuretheimpact of subsidies.
Subsidiesmay lead toinefficiency inthelong run.
Subsidiesonceintroduced are difficult to withdraw.
Theadminigtrative procedure must be effective.

The cost of administering asubsidy should be considered.
The subsidy scheme should be communi cated to prospective
beneficiaries.

The quantum of subsidy should be adequate to producethe
desiredresults.

Thetarget groupsto whom the subsidy isto benefit should be
clearly determined.
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Modulelll

Micro Small and M edium Enterprises

Micro, Small and Medium Enterprises (MSME) sector has
emerged asahighly vibrant and dynamic sector of theIndian economy
over the last five decades. MSMESs not only play crucia rolein
providing large employment opportunitiesat comparatively lower
capital cost than largeindustriesbut also hel pinindustrialization of
rural & backward areas, thereby, reducing regional imbalances,
assuring more equitabledistribution of national income and wesalth.
MSMEsare complementary to largeindustriesasancillary unitsand
thissector contributesenormoudy to the socio-economic devel opment
of thecountry.

The Sector consisting of 36 million units, asof today, provides
employment to over 80 million persons. The Sector through more
than 6,000 products contributes about 8% to GDP besides 45% to
thetotal manufacturing output and 40%to theexportsfromthecountry.
The M SME sector hasthe potentia to spread industria growth across
the country and can be amajor partner in the process of inclusive
growth.

Ministry of Micro, Smdl & Medium Enterprises(M/oMSME)
envisions a vibrant MSME sector by promoting growth and
devel opment of the M SME Sector, including Khadi, Villageand Coir
Industries, in cooperation with concerned Ministries/Departments,
State Governmentsand other Stakehol ders, through providing support
to existing enterpri ses and encouraging creation of new enterprises.
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Features

Following are some of the essential elementsof MSMES

1.

MSMEswork for the welfare of the workers and artisans.
They hep them by giving employment and by providing loans
and other services.

MSMEsprovidecredit limit or funding support to banks.
They promotethe devel opment of entrepreneurship aswell as
up-gradation of skillsby launching specidizedtraining centers
for thesame.

They support the up-grading of developmental technology,
infrastructure devel opment, and the modernization of the sector
asawhole

MSMEs are known to provide reasonable assistance for
improved accessto the domestic aswell asexport markets.
They dso offer moderntesting facilitiesand qudity certification
SEVices.

Following the recent trends, M SM Es now support product
development, designinnovation, intervention, and packaging.

Objectives

Objectsof theMicro, Small and M edium Enterprises Devel opment
Act, 2006 wasframed with thefollowing objects:

(1) Tofacilitatethe promotion and devel opment of micro, small

and medium scaleenterprises;

(2) Toenhancethecompetitivenessof micro, smal and medium

enterprises,
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(3) To concentrate on the related matters of micro, small and

medium enterprises,

(4) Toextend the scope of benefitsfrom small-scaleindustries

undertaking and ancillary industriesto micro, smal and medium
enterprises.

I mportance

Across the globe, MSMESs are accepted as a means of

economic growth and for promoting equitable development. They are
known to generatethehighest rate of growth intheeconomy. MSMEs
have driven India to new heights through requirements of low
investment, flexible operations, and the capacity to devel op gppropriate

nativetechnology.

1. MSMEsemploy around 120 million persons, becoming the
second-largest empl oyment generating sector after agriculture.

2. With approximately 45 lac unitsthroughout the country, it
contributes about 6.11% of GDPfrom manufacturing and
24.63% of the GDPfrom serviceactivities.

3. MSME ministry targetsto increaseits contribution towards
GDP by up to 50% by 2025 asIndiamovesahead to become
a$5trillion economy

4. Contributing around 45% of overall Indian exports

5. MSMEs promote all-inclusive growth by providing
employment opportunities, especialy to peoplebelonging to
weaker sectionsof thesociety inrural areas.

6. MSMEsintier-2andtier-3citieshelpin creating opportunities

for peopleto use banking servicesand products, which can
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amount to thefind inclus on of the contribution of MSMEsfor
theeconomy.

7. MSMEspromoteinnovation by providing an opportunity to
budding entrepreneursto help them build creative products
hey and thereby boost competitionin businessand fuel the
growth.

The Indian MSME sector provides silent support to the national
economy and acts as adefense against global economic shock and
adversities. Hence, we can say that Indiais propelling towards a
robust globa economy through aslent revol ution powered by MSMEs.

Role of SME in the Economic Development

Sinceitsformation, the M SM E segment has proven to beahighly
dynamic Indian economy sector. M SM Es produce and manufacture
avariety of products for both domestic as well as international
markets. They have hel ped promote the growth and devel opment of
khadi, village, and coir industries. They have collaborated and worked
with the concerned ministries, state governments, and stakeholders
towardsthe upbringing of rural aress.

MSMEs have played an essentia role in providing employment
opportunitiesinrura areas. They havehelpedintheindustridization
of these areas with a low capital cost compared to the large
industries. Acting asacomplementary unit tolarge sectors, theMSME
sector has enormously contributed to its socio-economic
development.

MSMEsa so contribute and play an essential rolein the country’s
development in different areaslikethe requirement of low investment,
flexibility in operations, mobility through thelocations, low rate of
imports, and ahigh contribution to domestic production.
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With the capability and capacity to develop appropriate loca
technol ogy, providefierce competition in domestic and international
markets, technology-savvy industries, a contribution towards
creating defense materials, and generating new entrepreneurs by
providing knowledge, training, and skill up-gradation through
specidizedtraining centers.

MSM E Act 2006

As per MSME Act-2006, The MSMEs are classified into two
categories,

1. Manufacturing Enter prises-Theenterprisesengagedinthe
manufactureor production of goods (asper Development and
Regulation) Act, 1951) or employing plant and machinery in
the process of value addition to the final product having a
distinct nameor character or use.

2. ServiceEnterprises.-Theenterprisesengagedin providing
or rendering of servicesand aredefined intermsof investment
in equipment.

In the month of February 2018, the Union Cabinet chaired by the
PrimeMinister Shri NarendraM odi has approved achangeinthe
definition of the MSMEs.

Now MSMEs will be defined on the basis of ‘annual turnover’
ingtead of investment in plant & machinery/equipment.

Now let usknow the Old definition of the MSMEsin India; 2018
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Manufacturing Sector
Enterprises

MicroEnterprises | Annud turnoverislessthanRs.5cr.

Small Enterprises | Annual turnover isbetweenRs. 5CrtoRs. 75cr.
MediumEnterprises| Annua turnover isbetweenRs. 75 CrtoRs. 250c¢r.
Service Sector

Enterprises

MicroEnterprises | Annud turnover islessthanRs.5cr.
Smdl Enterprises | Annual turnover isbetweenRs. 5CrtoRs. 75c¢r.
Medium Enterprises| Annua turnover ishbetweenRs. 75 CrtoRs. 250cr.

New Definition of MSME in 2020:-

Existing and Revised Definition of MSMEs 4
Existing MSME Classification |
Criteria : Investment in Plant & Machinery or Equipment \
Classificntion Micro Small . Medium

Mig. Enterprises | Invesimeni<Rs, 25 lac Investment<Hs.5er. | Investment <Rs. 10 er.

::::I:l"hl Investmeni<Rs, 10 lac Investmeni< Rs. 2 cr. Investment<Rs. Ser.
Revised MSME Classification
Composite Criteria : Investment And Annual Turnover
Classification Micro Small Medium
e e Investment< Rs. 1 er. | Investment<Rs, 10er. | Investment=< Rs. 20 er.
& und ani and
Turnover= Rs.5 cr. Turnover< Rs.80¢cr. | Turnover < Rs.100er.
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Contribution of the Micro, Small and Medium
Enter-prisesin the Indian economy is as follows,
1) Atpresent, approximately 36.1 million unitsof Micro, Small
and Medium Enterprisesareengaged in productioninIndia.
2) MSMEsprovideemployment toaround 120 million peoplein
India
3) MSMEs are responsible for a 45% share of India’s total
export.
4) MSMEscontributearound 6.11% of the manufacturing GDP
and 24.63% of the GDPfrom serviceactivities.
5) TheMSME sector hasconsistently grown at an averagerate
of 10% annually.
6) Thecontribution of thissector to the country’sGrossDomestic
Product isabout 8%.
7) A study doneby the Confederation of Indian Industries(ClI)
onthelndian MSMEsreved sthat theM SME’scontribution
will bearound 50% intheIndia sGDPby 2024.
8) Many unitsof MSMEsarelocated inrural areas, whichare
checking themigration fromrural areasto urban aress.

Salient Features

Condtitution of aNational Board for Micro, Small and Medium
Enterprisesto:

v Examinethefactorsaffecting the promotion and devel opment
of micro, smal and medium enterprisesand review thepolicies
and programmesof the Central Government inthisdirection,;

School of Distance Education, University of Calicut 86



B.Com / BBA — Semester IV - Entrepreneurship Development

v' Make recommendations for facilitating promotion and
devel opment of and enhancing thecompetitivenessof themicro,
smal and mediumenterprises.

v" Advicethe Central Government on use of the Fund or Funds
congtituted under Section 12 of the Act.

Credit Guarantee Fund Trust Schemefor MSM Es

The Credit Guarantee Schemefor Microand Small Enterprises(CGS)
was launched by the Government of India(Gol) to make available
collateral-free credit to the micro and small enterprise sector. Both
theexisting and the new enterprisesareeligibleto be covered under
the scheme. TheMinistry of Micro, Small and Medium Enterprises,
Gol and Small Industries Development Bank of India(SIDBI), have
established a Trust named Credit Guarantee Fund Trust for Micro
and Small Enterprises (CGTMSE) to implement the Credit
Guarantee Schemefor Micro and Small Enterprises. M SE mesting
the eligibility criteria may approach eligible Banks / Financial
Ingtitutions/ Regiona Rura Banks/NBFCs.

Eligibility / Applicability

New as well as existing Micro & Small Enterprises. Guarantee
coveragerangesfrom 85% (For Micro Enterpriseupto Rs51akh) to
75% (For others). 50% coverageisfor Retail Activity.

Natureof Assistance

The credit facilitieswhich are eligibleto be covered both for term
loansand/or working capita arecollateral free. Loan upto alimit of
Rs. 2001akhisavailablefor individua M SE on payment of guarantee
feeto bank by the M SE.
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Industrial Estates

Industrid Estatesareacradle set up by thegovernment for the growth
of small scalesector. Theseare specific areas zoned for industrial
activitiesinwhichinfrastructuresuch asroads, power and other utility
services are provided to facilitate the growth of industries and to
minimizeimpactsontheenvironment.

Anlndustrid Estateisan areaof land set asidefor industrial develop
ment. The concept of setting up of Industrial Park isto enableto
concentrate dedicated infrastructurein adelimited areato reducethe
per-business expense of that infrastructure, to enableto attract new
businessby providing anintegrated infrastructurein onelocation, tc.

By investingin an Industrial Estate, one can achieve environmental
Improvement, cost saving, socia improvement etc., through

o dfectivedisseminaionof ingrumentsand management methods
between companies|ocated ingdethe Industrial Estate

e closeco-operation of companieswith respect to economic,
environmenta and social issues

e improved communication between stake holders and
customers

« Synergy effects through joint use of infrastructure, joint
procurement of production resourcesand raw materialsand
bye-productsexchange.

Many of the Companieswould have many yearsof experiencewhich
could be utilized for the conception planning and implementation of
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further environmental and energy related projectsand programmes.

The concept of setting up of Industrial Estatein all theLegidative
Constituency with the hel p of the Grama Panchayatsisto beworth
consdered astheoverall industria growth of the state. By setting up
Industria parksindl Didtricts, therewill beabalanced growth of the
industria sector especially small and medium sector throughout the
state. The production activitiesin the statewill beincreased in our
state Kerala, which is a consumer state. SIDCO has 17 major
Industrial Estatesand 36 Mini Industrial Estateswith atotal areaof
270.30271 acresof land and 923 industrial sheds. Allotmentsof land
and shedsaremade onrental / ORSbasis. Whenever land/shedsfall
idleor theunit holder becomes defaulter of dues, suchland/shedsare
resumed/evicted and re-al otted to other industrial entrepreneurs. The
entrepreneurswho haveremitted thefull valueof sheds/land purchased
on ORSaregiven saledeed. SIDCO hascarried out many develop
mental workslikestreet lighting, internal road and providing water
supply totheunitsinthelndustria Estatesand Mini Industrial Estates.

The main objective of establishing Industrial estatesisto attract
industriestoindugtrially backward areas, whichwill makethe country
aregionaly well-balanced one.

The United Nations has defined an industrial estate as*aplanned
cluster of industrial enterprises offering standard factory buildings
erected in advance of demand and variety of servicesand facilitiesto
the occupants’.
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Objectives of Industrial Estates:

Themain objectivesof theestablishment of industrial estatesareto:

1) Provideinfrastructure and accommodation facilitiesto the
entrepreneurs,

2) Encouragethedevelopment of small-scaleindustriesinthe
country;

3) Decentrdiseindustriestotherural and backward aregs;

4) Encourageancillarisationinsurroundingsof mgor industrid
units, and

5) Develop entrepreneurship by creating acongenial climateto
runtheindustriesin these estates/area/township, etc.

Classification
Thefollowing arethetypesof industrial estates:

I. On TheBassof Functions:

Onthebasisof functions, industrial estatesarebroadly classifiedinto
twotypes.

1. General Typelndustrial Estate:

Thesearedso called asconventiona or compositeindustrial estates.
Theseprovideaccommodationto awidevariety and rangeof indudtrid
concerns.

Thelndian Industrial estatesaremainly of thistype:

2. Special Typelndustrial Estate:
Thistypeof industrid estatesiscongtructed for specificindustrid units,
whichareverticaly or horizontaly independent.
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[I. Onthebasisof Organizational set-up:
Onthisbass, industrid estatesare classfied into following four
types:
1. Government Industrid Estates,
2. Privatelndustrid EStates,
3. Co-operativelndustrial Estates.
4. Municipa Indudtrid Edtates

[11.OntheBasisof theOther Variants:
Onthebasisof other variants, industrial estatesareclassifiedinto
followingthreetypes:

(@ AncillaryIndustrial Estates: Insuchindustria estates, only
those small- scale unitsare housed which areancillary toa
particular largeindustry. Examplesof such unitsarelikeone
attached totheHMT, Bangalore.

(b) Functional Indugtrial Estates Industria unitsmanufacturing
thesameproduct areusudly housedintheseindustrial etates.
TheselIndustrial estatesalso serveasabasefor expansion of
small unitsintolargeunits.

() TheWorkshop -bay: Such types of industrial estatesare
congtructed mainly for very small firmsengagedinrepair work.

Benefits of Industrial Estates
1. Provision of Premisesand Amenitiesat aReasonable Cost

Industrial estate providespremisesi.e. Land and Factory Shed
for the establishment of anew industrial undertaking and also
other amenities such as power, water, transport etc. at a
reasonabl e, cost. Hence the entrepreneur is ableto produce
goods at cheaper costs.
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2. Availability of ServiceCenters

Aseach and every SSI unit established inanindustrial estate
cannot afford to havetheir own service centers, theindustrial
estateitself providesfor arepair shop, atesting laboratory etc.
for thecommon benefit of al SSI unitssituated there.

3. Minimum nitial Capital
Sincereasonable shedsare offered to theindustrialists either
on hirepurchasebasisor onrental basi's, they need not spenda
hugeamount initidly for the construction of thefactory building
efc. Thustheinitid capital investmentisless.

4.  Avoidance of Unnecessary Delays

Whilestarting anindustria unit an entrepreneur isrequired to
comply with variousrulesand regulationsregarding thelocation
of factory shedsand obtaining infrastructura facilities. But if an
entrepreneur obtainsaready-made premisesin anindustria
estate, he need not worry about all these things asthey are
congtructed by the Government itsdlf by takinginto consderation
al theseformalitieswell in advance. Hence the unnecessary
delay isavoided.
5. Cordial Relationship between thelndustrialists

A rapidgrowth of theindugtrid unitsismade possbleby fostering
complementary relationship among them. For instance, some
unitsmay obtainraw materia sand semi-finished goodsasinputs
fromother unitsinthesameestate or offer apart of theproduction
totheancillary unitsinthesamearea.
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Green Channdl

LiketheAirport Green Channel, the M SME Green Channel will be
an easy walkthroughto al Government sanctioned Checks.

Companiesthat haveA-Rating will passthroughdl Customsand GST
Checkpointswithout being subjected to inspection. Thisease of ac
cesswill infact promote businessholdersto keep their recordsclean.

e Companieswith rating between 61% - 80%, will be subject
to minimuminspection by any one department of the MSME
Minidry.

e Companieswithrating between 41% -60%, will besubject to
ingpection by the GST department.

e Companieswithrating between 21% -40% will besubject to
ingpection from 2 departments.

e Companieswith rating below 20%, will be subject to the
usual normsat inspectionsand checkpoints.

Thishypothetical schemewill reducealot of paperwork, the
manpower and time of which can be diverted into increasing
productivity. Increased productivity, means more employment
opportunitiesand increased revenueto the Government through these
Green channel approved Companies.

Potential I ncentives of the A-Rating system

e TheGovernment could partner with A-Rated companiesfor
ill Training. Grantswould begiven towardsengagement and
training of new labour, whereinthelntern’sor Traineg' ssalary
would be borne by the Government, for aninitia period of
18-24 months.
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e DecreaseintheEMD i.e. theBank guaranteeamount to enable
MSME companies to engage in large scale government
projects. A Floating amount could al so be agreed upon with
least valueonlarger project Sizes, gradually increasing to 10%
asproject value decreases.

e Strict and secure tender application process, which will be
tamper proof. Selection must be based on merit, expertise
andfinancia credibility done.

e Primeshareof busnessunder ‘MakeinIndia , to begenerated
fromMSME.

e Specid statusand subsidiesfor companiesthat promotethe
Indian handicraft Industry.

e Creating a uniform base for online payments, gradually
eliminating financiad movement through cashand cheques. This
will ensuredl transactionsaretransparent and are as per the
papers. Bill discounting at ttractiverates, to bemadeavailable
toal MSME, toadd liquidity in cash flow.

Theseareall potential benefitsthat can be availed when arefined
rating system and aGreen Channd areintroduced for MSME's. These
schemeswill incentivise more peopleto start businesses, without the
anxiety of facing hurdlesat al points.

Bridge Capital

Bridgefinancing isaform of temporary financingintended to cover a
company’ sshort-term costsuntil themoment whenregular long-term
financing issecured. Thus, itisnamed asbridgefinancing sinceitis
like a bridge that connects a company to debt capital through
short-term borrowings.
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Bridgefinancingisagreat way for smaller businessesto financean
acquisition or other short term need whilethey securelonger term
financing. Whiletraditionally used between equity roundsfor startups
or preparing for an PO, more and more middle market businesses
areusing bridgefinancing to take advantage of unique opportunities
togrow their businesses.

Bridgefinancingisotherwisereferred to asswingloans, interimloans,
or gap financing. Itisashort-term loan that you expect to repay with
the proceeds of an anticipated larger transaction, allowing you to
complete an opportunistic deal. For middle market companies,
sometimesbridgefinancing can beaperfect sol ution, asone company
weknow well found out recently.

Seed Capital Assistance

Assistance of upto Rs.1.00 Cr. asgrantsin aid for the seed capital
support to appropriate Incubates shall be provided. Financia
assistance may be givenintheform of soft loan, interest freeloan,
equity participation, grant or combination of theseetc.

Variousexpert agenciesmay beempaneled asBusinessEnablerswith
the approva of PMAC and they will play apivotal rolein commer
cidization of ideas. They will get associated with projects/ideasat the
timeof seeking SEED capita support. Enablerswill preparebusiness
plans of ideasfor its commercialization and al so conduct market
survey and provide necessary consultancy or advisory serviceson
variousissuesinvolvedin commercialization of idea. Businessplan
should aso includerecovery mechanismof SEED capital support to
HI soasto beutilized for other projects. They will play acrucid role
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Ingetting theM SM E selected for Proof of Concept validation aswell
asthe seed funding round. Process and methodology for engaging
Enablerswill be decided and approved by committee. Feespaidto
Enablerswill be covered under the SEED Capita support fund.

Govt. of Keralahasintroduced the Seed Support schemeto provide
financial assistance to startups to foster the formation and
development of innovative, technol ogy-based businessenterprisesthat
will stimulate the economy of the State of Keralathrough venture
creations, increased employment and leveraging of privateinvestment.
Thisschemeisimplemented through KeralaStartup Mission, whichis
thenodal agency of Govt. of Keraafor startup related activitiesand
schemes.

Theupper limit of seed support to astartupisRs. 15 lakhs.
Eligibility Criteria
e Startup should bearegistered company inKeralaasanLLP

or Pvt. Ltd company and should havean activeregistration at
thetimeof application.

e The startup must be working in an innovative product or
technology. The seed fund isnot generally givenfor service
startupsand SMEsworking in trade and commerce.

® Theseed support would generally cater to prototype/MVP
stagefinancing for commercidization of theindigenousidess,
innovationsand technologies.

e Preference will be given to startups with DIPP startup
certification. Inany casethestartupsshall get such certification
beforetherelease of second installment of seed capital.
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e Thedartupsshdl not haveany other pending dueswith any of
the Government agencies and shall not be blacklisted by any
Govt. agency inIndia

Margin Money Schemes
Objective
The objective of the schemeisto assist deserving entrepreneursin

setting up small scaleindustrial unitsby way of providing soft loanto
raisetherequired equity ins sted by thefinancingingtitutions.
Eligibility

Only newly registered SSI units are eligible for this scheme.
Preferenceisgiventotiny sectors, unitsowned by technocrats, women,

handicapped persons, ex-service men and persons belonging to
scheduled castes/tribes.

Limit

Margin Money Loanisgivenfor both termloan and working capital
loan. Itislimited to 20% of the cost of project or of thetota working
capital requirement or 50% of the margin stipulated by thefinancing
institution either for termloan or working capital loan, whicheveris

less. Themaximum limit of marginmoney loanisRs.25million. The
Interest rateis 9% per annum.

Repayment

Theloan must berepaidin 16 equa quarterly insta lments. Inthe case
of termloanthefirst installment of repayment isdue on three months
after thedateonwhichthelast installment of thetermloanfallsdue/
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51t month of the disbursement of the margin money |oan whichever
is earlier. In the case of working capital loan first installment of
repayment isdue on completion of the 51st month from the date of
disbursement.

Single Window System

The key objective of the Single Window Portal is to ensure
time bound processing of applications and issue of clearances by
various departments of the state for establishing/ expanding an
Enterprise (includesboth Manufacturing Industries, and Services
Industries) and for servicesthat are required during normal course of
businessincluding renewals. Some of thekey features of the Single
Window Portal are:
e Single point acceptance and electronic distribution of
applicationsto the respective Competent A uthoritieswithout
thenneed for Applicantsto physicdly visit theoffices.

e Custom generation of forms for individua Competent
Authoritiesalongwith requisiteattachments.

e Single point of capture of information with the feature of
auto population of data.

e Onlineapproval by concerned Competent Authoritiesand
provision to download the certificateonline.

e Onlinetracking/ automatic dertsto applicantsthroughSMY
Emals

e Customized online MISreportsfor monitoring at different
levels
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e Provision of deemed approval, in case the concerned
Competent Authority fallsto decide onthe application within
thetimelimit.

e Provisonfor theapplicant toraisegrievancesonlinethrough
SingleWindow Portdl.

Sickness

Sicknessin MSME sector isacause of concern. The definition of
sicknessin M SM E sector has been undergoing changesover time.
The Reserve Bank of India(RBI) has appointed committeesfrom
time to time to look into this issue. The working group on
rehabilitation of sick units set by the RBI (Kohli Committee) has
defined sicknessas“asmall scaleindustria unitisconsidered assick
when if any of the borrowable accounts of the unit remains
substandard for morethan six months, i.e., principal or interest, in
respect of any of itsborrowabl e accounts hasremained overduefor a
period exceeding oneyear will remain unchanged evenif the present
period for |classification of an account assubstandard isreducedin
due course; or thereiserosion in the net worth dueto accumul ated
losses to the extent of 50% of its not worth during the previous
accounting year, and theunit hasbeenin commercia productionfor at
least twoyears’.

Thesick industriesare unableto utilize the production capacity or
produced goods and services. The sickness has been acute and
adversely affecting production and employment in the country
bes desother socio-economicrepercussons, sothereisneed toidentify
sicknessintheinitial stagesand to initiate the processof corrective
measure and revive/ rehabilitation before the sickness assumes a
seriousproportion.
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Anindustria unitisconsdered sick whenitsfinancia positionisnot
satisfactory and it becomesworseyear after year. It incurslossesand
its capital reserves may be stretched out in course of time. The
increasing trend in Industrial sicknesstouching all types of units
including Smal, Mediumand Large ScaleIndugtria Sectors, but Small
Scalelndustriesaremore proneto sickness as compared to medium
and large scale industries. The sickness does not occur all of a
sudden. A healthy unit shows profit and has positive values of net
working capital and net worth. But when it tendstowards sickness
oneof these may become negative.

M ajor Causesof Sickness

Thesmall-scaleindustria (SSI) sector istheworst hit. A number of
Small Scalelndustriesareeither bornsick or stay sick. Theearlier the
detection of sickness, theearlier will betheremedy for sickness. As
soon asthey are detected assick, immediate actionsrequire curing
them. Thereasonsfor sicknessaredifferent in different units. The
main reasonsof sicknessare management failure, non-availability of
raw materials, power cuts, labour unrest, marketing problem etc.

Most of the Indian authors have classified the causes of industria
sicknessunder two important categoriesasfollows;

I nternal Causesfor Sickness

Internal causes are the factors which are within the control of
management. Thisscknessarisesduetointerna disorder intheareas
asfollow;

a) Lack of finance: This includes weak equity base, poor
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utilization of assets, inefficient working capital management,
absenceof cogting & pricing, absenceof planning and budgeting
and inappropriate utilization or diversion of funds.

b) Bad production policies. Theanother very important reason
for sickness is wrong selection of site which isrelated to
production, ingppropriate Plant & Machinery, bad maintenance
of Plant & Machinery, lack of quality control & lack of standard
research & development.

¢) Marketingand sickness: Thisisanother part which always
affectsthehealth of any sector aswell asSSI. Thisincluding
wrong demand forecasting, selection of inappropriate
production mix, absence of product planning, wrong market
research method and bad sal es promotions.

d) Inappropriateper sonnd management: Theanother interna
reason for the s cknessisingppropriate personnel management
policieswhich include bad wagesand salary administration,
bad labour relations, lack of behavioral approach causes
dissati sfaction among theemployeesand workers.

e) Ineffective corporate management: Another reason of
sicknessisineffective or bad corporate management which
includesimproper corporate planning, lack of integrity intop
management, lack of co-ordination and control etc. Externd
Causesof Sickness Theexterna causesarethosewnhichaffect
industrial group asawholeand onthesetheindustry hasno
direct control.
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Following are some external causes:

a)

b)

Personnel constraints: The first and most important reason
for thesicknessare non availability of skilled labour or manpower,
wages disparity in similar industry and general labour invested
in the area.

M ar keting constraints. The second causefor the sickness
isrelated to marketing. The sickness arrivesdueto liberal
licensing policies, restrain of purchase by bulk purchasers,
changesin global marketing scenario, excessivetax policies
by government and market recession.

Production constraints. Thisisanother cause of sickness
which comesunder external causeof sickness. Thisarisesdue
to shortage of raw material, shortage of power, fuel and high
prices, import-export restrictions.

Financeconstrains. Theanother external causefor sickness
Is credit restrains policy, delay in disbursement of loan by
government, unfavourableinvestments& fear of nationdization.

Remedial M easuresto Over come Sickness

Some of theremedia measuresto curb and overcome sicknessin
industrial undertakingsareasfollows:.

1. Identifying Sickness at I nitial Stage

Sicknessin Smdl Scaelndustriesare not asudden phenomenon but
itisagradual processtaking 5to 7 yearseroding the health of aunit
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beyond cure. Therefore, theidentification and detection of thesick
nessat incipient stageisthefirst and foremost measureto detect and
reduceindustrial sickness. Sicknessmust beidentified at initid stage.

2. Financial Assistance

Lending agenciesneedto relax their lengthy processand other norms
for extending credit to the SSIs. To combat theincidence of sickness
financid ingtitutionsshould grant credit without delay to SSI sector.

A number of initiatives can be undertaken to overcome credit
problemssuchas.
1. IncreesngWorking capital limit.

2. Enhancing the powersof bank managersof specialized bank
branchesin offering creditto SSI.

3. Strengthening themechanismfor discounting bills.
4. Reducedrateof interest.

These measureswould improvetheflow of credit and keep acheck
ontheincidenceof sickness.

3.ImprovingInfrastructure

Infrastructure facilities can be improved by setting up industrial
estates. Common testing centresetc., infrastructura problemscan be
solved by improving theroadways, waterways, establishing telecom
munication sysems.

4. Technology Up-Gradation

Fundsmay be provided by thefinancial institutionsfor adoption of
advanced technology. Similarly, some sort of training may be
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provided for use of thelatest technology to overcometechnol ogical
problems. Technological up-gradation can help to overcome
technol ogical obsolescence.

5. Marketing Assistance

Marketing assistance may be provided to entrepreneursfor market
ing the goods produced by them. Government must hel p to market
thegoods. Government and Non Government Organizations(N.GOs)
can come forward for marketing the goods produced by the SSI
sector. The problem of poor marketing of the products can be solved
by coordinated efforts of entrepreneursand promotional agencies.

6. Liquidation

It isbetter to wind up the business when thereis no possibility to
revivetheunit.

7. Government I nterventions

Interventions must be made by the government to prevent sickness.
Periodic review of financial statements can help to identify and
prevent Scknessat initial stage.

8. Training

A proper environment must be created where an entrepreneur will be
educated and will haveaproper knowledge, skill and experienceabout
internal and external environment of business to compete with
large-scal eindustriesand multinational companies.

9. Rehabilitation
Potentially viable sick units should be dealt well for the purpose of
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rehabilitation. Rehabilitationisaremedy congdered for industrid units,
which have already become sick and for the units that are on the
vergeof collapse.

Under the provisionsof SICA, 1985, the Government of Indiahas
established Board for Industrial and Financial Reconstruction (BIFR)
in January 1987 for determining the preventive, ameliorative,
remedia and other measures which are required to be taken in
respect of Sck industria company and for expeditiousenforcement of
rehabilitation schemes.

Themain objectiveof SICA isto determinesicknessand expeditethe
reviva of potentidly viableunitsor closureof unviableunits (unit here
in refersto a Sick Industrial Company). It was expected that by
reviva, idleinvestmentsin sick unitswill become productive and by
closure, the locked up investments in unviable units would get
released for productive use el sewhere.

Themeasurestaken by BIFR are

1. Lepd
2. Fnancid restructuring

3. Managerid
Rehabilitation Programmes

Taking into consideration the many sick micro, small and medium
(MSM) industries, theMSM policy hasprovided aseparate package
for rehabilitation of suchindugtriesin India

Thepolicy proposesto set up arehabilitation fund for sick industries,
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which will be managed by the Industries Commissioner and the
Director of Industriesand Commerce. Fundswill beinfusedintothe
committee based on the recommendation of a State-Level
Rehabilitation Committee (SLRC).

Therehabilitation fund, among other things, will beused for meeting
75 percent of the cost of the causethat madetheindustry unviable,
and to sanction an interest subsidy of 4 per cent for two yearson
rehabilitation/bridge loans up to Rs.15 lakh to the sick MSM
indudtries.

The rehabilitation measures would ensure that most units under
lockout would be ableto open at an early date and gppealed to M SM
unitsto avail of thefacilitiesthe government was providing them.

The rehabilitation programme involves the following

depending upon the natur e of sickness.
Changeof Management
Development of asuitable management information system
Settlement with the creditorsfor payment of their duesina
phased manner, taking into account the expected cash
generation asper viability study.

4. Determination of the sourcesof additional fundsneeded to

refinance.

5. Modernization of plant and equipment or expansion of an
exiding programmeor evendiversfication of theproductsbeing
manufactured.
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6. Concessionor relief or assistancealowed by the state level
corporation, financia ingtitutionsand Central Government.

Registration of SS|

SSl regigtrationisaregistration provided by theMinistry of MSME.
A businessshould obtain SSI registrationin order to beeligiblefor a
number of schemes, subsidiesand other incentives provided by the
Government to such SSI’s. SSI registration can be obtained online
too.

Overview of SSI Registration

SSl registration is provided by the Ministry of Micro, Small and
Medium Enterprisesthrough the Directorate of Industriesof the State
Government. Themainlogic behind the SSI registrationisto set up
new SSI businessesin India. SSI registration hel psthebusinessto be
eigiblefor anumber of subsidiesgiven by the Government. We can
aso get SSI/M SME registration online through Udyam Registration.
Let’slook at the processof SSI/MSME registration online:

1. VidttheUdaym Regigtration portal and click onthe® For New
Entrepreneurswho are not Registered yet asM SME or those
withEM-I1".

2. Fill in your “Aadhaar Number” and “Name of the
Entreprenuer” and click onthe* Validate and Generate OTP’
button.

3. Youwill receive OTPto your mobile number. Enter OPT on
the PAN verification pagewill open. Enter PAN detailsand
click onthe“Validate PAN" button.
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4. TheUdyam Regigration pagewill open. Fill inal the persona
detailsand industry details such asindustry name, address,
bank account detailsand some common information and click
onthe*“ Submit and Get Final OTP” button.

5. Withthisthe MSME registrationiscomplete and amessage

of successful registration with areference number will appear.

After verification of registration, the M SME Registration
Certificateisissued.

If aperson wantsto get registration for more than oneindustry then

aso he/shecan opt for anindividua SSI registration. The documents

required for the SSI registration are Aadhar number and PAN
number. No registration feesarerequired for theregistration.

Eligibility Criteria for SSI Registration
SSl registration can be obtained for enterprisesthat are considered
asmicro and small enterprise under theMSME Act, 2006.

A micro enterprise is an enterprise whose investment in plant,
machinery and equipment does not exceed Rs.1 crore, and turnover
doesnot exceed Rs.5 crore.

A small enterprise is an enterprise whose investment in plant,
machinery and equipment does not exceed Rs.10 crore, and turnover
doesnot exceed Rs.50 crore.

Benefits of obtaining SSI Registration
e Therearevarioustax rebatesofferedto SSl's.
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e Acreditfor MinimumAlternate Tax (MAT) isallowedto be
carried forward for upto 15 yearsinstead of 10 years.

e Therearemany government tendersthat are only opentothe
SSI. They get easy accessto credit.

® Onceregistered the cost of acquiring apatent, or the cost of
setting up the industry reduces as many rebates and
concessionsareavailable.

® Businessregistered asSSl aregiven higher preferencefor
government licenseand certification.
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ModulelV

Settingup of Industrial unit

Thepotentia entrepreneur would becomean entrepreneur only
when heownsan enterprise. The business enterpriseto be set up can
beamanufacturing venture, atrading firm or aservice establishment.
Themanufacturing ventureincludesthe stepsrequired for settingup a
trading firm or aservice establishment dso. Thestepsin settingup a
gmall unitareasfollows:

Sepsinvolved
1. Decision to be Self-employed:

Thisisthemost crucial decision aperson hasto take shunning wage
employment and opting for salf-employment or entrepreneurship. He
should know the advantages and risks of entrepreneurship.

2. Analysing strengths, weak nesses:

The potentia entrepreneur hasto analyse hisstrength, weaknesses,
whiledeciding to go for entrepreneur career. Thisanalysisenables
him to know what type and size of business would be the most
suitable. The strengths and weaknesses will vary from person to

person.
3. Availability of own money:

No business can be created, with zero capital. The*Own Money’
concept meansthefundsavailablewith an .entrepreneur from hisown
source or family or friends. The size of the unit depends on the
availability of ‘OwnMoney’ in short-termand long-term.

School of Distance Education, University of Calicut 110



B.Com / BBA — Semester IV - Entrepreneurship Development

4. Scanning of business environment:

It isalways essentia on the part of an entrepreneur to study and
understand the prevailing bus nessenvironment inwhich they operate
particularly theindustria policy, economic policy, licensing policy,
legal environment, technologica environment and above all the
markets. In order to ensure success of his enterprise, the
entrepreneur should scan the businessopportunitiesand threatsinthe
environment. He should study the administrative frame work,
procedures, policies, rules and regulations and other formalities
implemented by thegovernment.

5. Training:

The person should undergo training for devel oping skillsfor entrepre
neurship and devel oping technica, conceptua and managerial sKills.
Before going to start the enterprise, the potential entrepreneur must
assess his own deficiencies, which he can compensate through
training. He can atend the Entrepreneurial Devel opment Programmes
(EDP) conducted by indtituteslikeDIC, SISI, TCOs, SBI, etc., These
institutes are providing tailor-made Entrepreneurship Devel opment
Programmes (EDP) and skill upgradation training programmesfor the
benefit of the new entrepreneur, existing entrepreneursand for the
employeesof thesmall scaleindustries.

6. Product Selection:

The next step and themost important step isto decidewhat business
to ventureinto, the product or range of productsthat shall be selected
for manufactureandin what quantity. Thelevd of activity will helpin
determining the size of business and thusform of ownership. One
could generate asmany project ideas as one can through environment
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scanning and short list afew of them. Closdly examinewiththehelp of
opportunity analysis each one of them and zero in on to thefinal
product or products.

7.Market Survey:

Itisawaysconvenient to manufactureanitem but difficult tosdll. So
itisprudent or rational onthe part of the entrepreneur to survey the
market thoroughly before embarking upon production and ensurethat
the product chosen isin sufficient demand and ispreferably in the
growth phase of aproduct lifecycle.

Market survey means systematic collection of databy theentrepre
neur about the product for manufacture, demand-supply lag, extent of
competition, frequency of demand, pattern and design of demand, its
potential shareinthe market, pricing, distribution policy etc. The
principleisto produce what actually people demand. The entrepre
neur can contact for thisthe concerned authorities.

8. Selection of form of owner ship/or ganisation:

A firm can be constituted as proprietorship, partnership, limited
company (public or private) or co-operative society. Thiswill depend
uponthetype, purposeand sizeof entrepreneur’ sbusiness. Onemay
also decide on theform of ownership, on the basis of resourcesin
hand or from the point of view of investment.

9. Location:

The next step will beto decidethelocation wherethe unitisto be
established. Will it be hired or owned? Thesizeof plot, covered and
open areaand the exact sitewill haveto be decided.

Decision about the location of unit is very important. Location
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determines the success or failure of the enterprise. Location is
selected after considering such factors such as nearnessto market,
sourcesof material and labour, moderninfrastructural facilitiesetc.

10. Technology:

To manufacture any item, technology is used. Information on all
available technol ogies should be collected by the entrepreneur and
themost suitable one should beidentified. Thiswill aso beuseful to
determinethetype of machinery and equipment to beinstalled. Many
ingtitutions of government like DIC, TCO etc. research laboratories,
R & D. divisonsof bigindustriesand certain consultancy agencies
providethe manufacturing know-how.

11. Machinery and equipment:

Having chosen thetechnol ogy, the machinery and equipment required
for manufacturing, the chosen productshaveto be decided, suppliers
haveto beidentified and their costs haveto be estimated. One may
haveto planwell in advancefor machinery and equipment especialy
if it hasto be procured from outsidethetown, state or country.

12. Preparation of Project Report (Business Plan):

After deciding the form of ownership, location, technology for
manufacturing, machinery and equi pment, the entrepreneur should be
ready to prepare his project report or the feasibility study. The
economic viability and thetechnical feasihility of the product selected
haveto be established through aproject report. A project report that
may now be prepared will be hel pful informulating the production,
marketing, financial and management plans. It will also beuseful in
obtaining finance, shed, power connection, water connection, raw
material quotas, etc. Theentrepreneur hasto consider theguiddines

School of Distance Education, University of Calicut 113



B.Com / BBA — Semester IV - Entrepreneurship Development

given by the Planning Commission in preparing the project report.
Theproject report should indicatethevision of the promoter and short
term and long term aspects of the project implementation.

13. Project appraisal:

Project gppraisal meansthe assessment of aproject. Itisatechnique
for ex-ante analysisof aschemeor project while preparing to set up
an enterprise, the entrepreneur hasto carefully appraisethe project
fromthe stand point of economic, financia, technical, market, socid
and managerial aspects to arrive at the most socially-feasible
enterprise. To avail the finance from the banks and financial
institutions, a comprehensive appraisal of projects carrying
techno- economic feasibility aspects should be undertaken by the
entrepreneur.

Thusaproject whichisselected should betechnically feasible and
economically viableand then only it will be bankable. For thisthe
following gppraisalscan be performed at the preliminary levd;

(@ Economicappraisa

(b) Financid appraisd

(© Technica gpprasd

(d) Management appraisa

(© Organisationa gppraisa

() Operationa appraisa

(9 Marketappraisa

14. Finance:

Financeisthelife-blood of the enterprise. Entrepreneur hasto take
certain stepsand follow specified normsof thefinancia institutions
and banksto obtain money or finance. A number of financial agencies
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provide capital assistance and venture capital for starting an
enterprise. There are some agencies which provide financia
assistance on concessional rates. Under PMRY and REGPschemes,
financial assistance and subsidiesare being provided to the persons
who want to set up their own enterprise, which obviatesthe need for
margin money.

15. Provisional Registration:

Itisawaysworthwhileto get the unit registered with the government.
The entrepreneur hasto obtain the prescribed application formfor
provisional registration from DIC or Directorate of Industries. After
having duly filled in the application form, he has to submit the
application with all relevant documents in the local DIC or
Directorate of Industries. Thiswill enablethe entrepreneur to avail
various government facilities, assistance and incentives schemes
including financia assistancefromNSIC, SFCsand KVIC.

16. Technical know-how:

In some cases, technical know-how may be arranged for setting up
enterprises. Thiscan bearranged through TCOs, NSIC, SSIDC, DIC,
private consultants, SI SI, ED-institutes, foreign collaborators, India
Investment Centre and Industry etc. Facilitiesarea so availableto
SSI for making variety of technical know-how arrangements
including turn-key jobs.

17. Power and Water Connection:

The siteswhere the enterprise will be located, should either have
adequate power connections or this should be arranged. The
entrepreneur can caculatethetotal power requirement and determine
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the nearest polefrom which power will be givento theenterprise, as
it canmateridly affect theinstallation cost. Therearetwo categories
of power, namely, the Low Tension (LT) and High Tension (HT).
A consumer can avail LT only if the connected load is 75 HPand
below. If the connected load is between 75 HP and 130 HP, the
consumer hastheoptiontoavail either LT supply or HT supply. Most
of theSSl unitsfall under theLT category.

HT power supply may mean additiond investment intransformer and
sub-station. Most states, need aNo Objection Certificate fromthe
concerned Pollution Control Authorities, before the power
connection. Similarly, thewater connection will haveto beobtained
or provision should be madefor adequate water supply to thefirm.

18. Installation of machinery:

Having completed the above formalities, the next step isto procure
meachinery and beginitsinstalation asper the plant layout.

19. Insurance:

Itisnecessary to have adequateinsurancefor thefixed assetsat this
stageand later onfor the current assetsaswell.

20. Recruitment of manpower :

Once machinesareinstalled, the need for manpower arisesto run
them. So, the quantum and type of manpower (skilled, semi-skilled,
unskilled, adminisirativeetc.) isto be decided. Thesourcesof getting
desired labour are aso important. This follows the recruitment,
training and placement.

21. Procurement of raw materials:

Raw materid saretheimportant ingredientsfor running an enterprise.
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The labour will require raw materials to work upon the installed
meachinery. Thesematerialsmay beprocured indigenoudy or may have
to beimported by the entrepreneur. The entrepreneur hasto identify
the cheap and assured sources of supply of raw materialsfor running
hisown enterprise. Government agenciescan assist in casetheraw
materialsare scarce or imported.

22. Production:

Theunit established should have an organi sational set-up. To operate
optimally, the organi sation should employ its manpower, machinery
and methods effectively. There should not be any wastage of
manpower, machinery and materials. If itemsare exported, then the
product and its packaging must be attractive. Production of the
proposed item should be taken up in two stages:

i) Trial production: Tria productionwill helptackling problems
confronted in production and test marketing of the product.
Thiswill reduce the chances of lossesin the eventuality of
mistakesin project conception.

i) Commercial Production: Commercid production should be
commenced only after the successfully launching the product
at thetest marketing stage.

23. Marketing:

Marketing isthe most important activity asfar astheentrepreneurial
development is concerned. Various aspects like how to reach the
customer, distribution channels, commission structure, pricing,
advertising, publicity etc. haveto be decided by the entrepreneur.
Like production, marketing should also be attempted cautioudly, that
IS, intwo stagesnamdy:. (i) Test sage (i) Commercid marketing Sage.
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Test marketing is necessary to savethe enterprise from going into
disreputein casethe product launched is not well accepted by the
customers. It will also assist the entrepreneur in carrying out
modificationsor additionsin designsand festuresof the product. Having
successfully test marketed the product, commercia marketing canbe
undertaken. The entrepreneur can contact the Small Industries
Marketing Corporation.

24. Quality Assurance:

Before marketing, the product quality certification from BIS (Bureau
of Indian Standard) / AGMARK / HALLMARK etc. should be
obtai ned depending upon the product. If thereisno quality standards
specified for the products, the entrepreneur should evolve hisown
quality control parameters. After all, quality ensures long-term
SUCCESS.

25. Permanent Registration:

After the small scale unit goesinto production and marketing, it
becomes eligible to get permanent registration based on its
provisiona registration from DIC or Directorate of Industries.

26. M ar ket Resear ch:

Oncethe product or serviceisintroduced inthemarket, thereisstrong
need for continuous market research to assess needs and areasfor
modification, upgradation and growth. M arket becomesthewaterl oo
for most SSI entrepreneursasthey ignorethisvita function. Initia
success should not lurethe entrepreneur into asense of complacency.

27. Monitoring:

Periodical monitoring and eval uation not only of markets but also
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production, quaity and profitability helpsin knowingwherethefirm
standsin comparison to performance envisaged in the businessplan.
It dsoidentifiesdirection of futuregrowth.

Environment for Entrepreneur ship

I ntroduction

An entrepreneur hasaninfinitely wide choicewith respect to
hisproject in different dimens ons such as product/service, market,
technol ogy, equipment, scaleof production, timephasing and location.
Hence, theidentification of investment opportunities (projects) cals
for understanding the environment in which one operates, sensitivity
to emerginginvestment possihilities, imaginativeanaysisof avariety
of factorsand a so chance of luck. Thischapter isconcerned withthe
scouting and screening of project ideas, Sepsintheproject identification
processand dso consderationinvolved inidentifying thenew projects
by an existing company.

Criteria for selecting particular Project

Project Ideas

Itisthefirst and foremost task of an entrepreneur to find out
suitablebus nesswhichisfeasbleand promisng andwhichmerit further
examination and gppraisad. Therefore, hehastofirst search for asound
workablebusinessideaand giveapractical shapeto hisidea. While
doing so, the entrepreneur hasto tacklethe various problemsfrom
timeto timeto achieve the ultimate success. Since the good project
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ideasare elusive, avariety of sources should betapped to stimulate
the generation of project ideas.

Sour ces of Project |deas

Project ideas could originatefromthevarious sourcesviz.,
Successstory of afriend/relatives

Experienceof othersin manufacture/sale of product
Examining theinputsand outputsof industries

Pan outlaysand government guidelines

Suggestionsaf financid inditutionsand devel opmenta agencies
Investigation of local materia sand resources
Economic and socia trend of the economy

New technological developments

Project profilesand industrid potentia surveys

10 Vidtstotradefairs

11 Unfulfilled psychologica needs

12 Posshility of revivingsick units

© 0N A WN R

The various sources from which the project idea can be
generated areexplained below:

1. Analysethe Performance of Existing Industries

A study of existingindustriesintermsof their profitability and capacity
utilisationishelpful. Theanaysisof profitability and bresk-evenlevel
of variousindustriesindicates promising investment opportunities.
Opportunities which are profitable and relatively risk free. An
examination of capacity utilisation of variousindustries provides
information about the potential for further investment. Such astudy
becomes more useful if it is done region wise, particularly for
productswhich have high transportation costs.
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2. Examinethelnputsand Outputsof I ndustries

Ananaysisof theinputsrequired for variousindustriesmay throw up
project ideas. Opportunitiesexist when
) materials purchased parts, or supplies are presently being
procured from different sourceswith attendant timelag and
transportation costsand

i) severd firmsproduceinternaly somecomponents/partswhich
can be supplied at alower cost by asingle manufactureswho
can enjoy economiesof scale.

A study of the output structure of existing industries may reveal
opportunitiesfor further processing of output or even processing
of waste.

3. Examinelmportsand Exports

Ananalysisof import statisticsfor aperiod of fiveto seven yearsis
hel pful in understanding thetrend of importsof variousgoodsand the
potential for import substitution. Indigenous manufacture of goods
currently imported isadvantageousfor severa reasons.

e itimprovesthebaanceof paymentssituation
e it providesmarket for supportingindustriesand services
® itgeneratesemployment

Likewise, anexamination of export satisticsisuseful inlearning about
theexport possibilitiesof variousproducts.
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4. Plan Outlays and Gover nment Guidelines

The government plays a very important role in our economy. Its
proposed outlaysin different sector providesuseful pointerstoward
Investment opportunities. They indicatethepotentia demand for goods
and servicerequired by different sectors.

5. Suggestions of Financial Institutions and
Developmental Agencies

Inabidto promote devel opment of industriesintheir respective Sates,
statefinancia corporationsstateindustria development corporations
and other devel opmental bodies conduct studies, preparefeasibility
reports and offer suggestions to potential entrepreneur. The
suggestionsof thesebodiesarehe pful inidentifying promising projects.

6. Investigate Local Materials and Resour ces

A searchfor project ideasmay beginwithaninvestigationintoloca
resourcesand skills, variouswaysof adding valuetolocally available
meaterialsmay beexamined. Similarly, the skillsof loca artisansmay
suggest productsthat may be profitably produced and marketed.

7. Analyse Economic and Social Trends

A study of economic and socid trendsishe pful in projecting demand
for various goods and services. Changing economic conditions
provide new businessopportunities. A great awareness of theva ue of
timeisdawning on the public. Hence the demand for time saving
productslike prepared food items, ovens and powered vehicleshas
been increasing. Another changethat we arewitnessing isthat the
desirefor leisureand recreationd activitieshasbeenincreasing. This
has caused a growth in the market for recreational products and
services.
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8. Identify Unfulfilled Psychological Needs

For well established, multi brand product groups like bathing soaps,
detergents, cosmeticsand tooth pastes, the questionto beasked is
not whether there is an opportunity to manufacture something to
satisfy an actual physical need but whether there are certain
psychol ogical needsof consumerswhichare presently unfulfilled. To
find whether such an opportunity exists, the technique of spectrum
analyssmay befollowed. Thisandyssisdonesomewhat asfollows.
Important factorsinfluencing brand choice areidentified respect of
thefactorsidentified in step gapswhich exist in relation to consumer
psychological needsareidentified.

9. Vigt to Trade Fairs

Attending the National and International trade fairs provides an
excellent opportunity to know about new products and new
development. The above said sources of project ideas may be
generated by the Government agencies, credit institutions,
non-governmental organisationsand also by public.

The Govt. havelargest resources and have the necessary information
togenerate projectideasandit playsapredominant rolein thissphere.
Thegovernment hastherequired facilitiesand manpower to conduct
detailed studieswhich may lead to making investment decisons. Banks
and other financiadl institutionsare actively involvedin sharing the
socid responsibility of achieving the nationd objectivesof economic
development. The co-operativesand non- governmenta organisations
aswell asindividual entrepreneursare now actively participatedin
identification of projects.
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Generating Project Ideas

After clearing someof theinitia misconceptionsabout idess, it'stime
tolook at the processinvolved with generating ideas. Generatingideas
iIsaninnovativeand creativeprocess. Initidly it seemsdifficult tothink
of many ideasand it will take sometime, not only in the beginning
stagesof theentrepreneuria venture but a so throughout thelife of the
business. The process of generating ideas we are going to discuss
where ideas come from, ways to generate ideas and the role of
structured approach, analysisandintuition.

Waysto Generateldeas

The different structured approaches that might be adopted to
generateideasare:

1. Environment Scanning

Oneof theimportant techniquesthat can beused to generateideasis
environment scanning, the screening of largeamountsof information
to detect emerging trends. A humongousamount of information from
popular news magazines, reviews, government and consumer
publications, trade publications, commercials, etc. will haveto be
scanned. The challenge in this method is not having too little
informationto scan, itshaving too much. It seemslikealot of effortto
work but if you are serious about being asuccessful entrepreneur in
action, itisenergy well spent.

2. Creativity and Creative Problem Solving

Creativity istheability to combineideasin auniqueway or to make
unusual associations between theideas. It means crossthinking by
seeing new angles, connections and approaches. The role of
creativity and creative problem solving asastructured techniquefor
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generating ideasisthat anumber of specific creative approachescan
be used. For instance

(i) attributelisting- inwhich entrepreneur developsanew idea
by looking at the positive or negative attributes of aproduct
or aserviceand so on.

(ii) freeassociation —whereby, an entrepreneur devel opsanew
ideathrough achain of word associationsetc.,

3. Brainstorming

A group of personssit together and generate anumber of business
ideas by innovating dternative waysof meeting the needsand solving
problems. Itisusually an unstructured discussioninwhich oneidea
leadsto another. Thisisavery productive method for generating as
many ideasaspossible.

4. Focus Groups

These groups of individuals provide information about proposed
productsor servicesinastructured setting. Inatypical focusgroup a
moderator focusesthe group discussion or whatever issuesarebeing
examined. For ingtance, afocusgroup might look at aproposed product
and answer specific answer asked by the moderators. A focus group
can provide an excellent way to generate new ideas and to screen
proposed ideas and concepts.

5. Market Research

Thisisamethod of gatheringinformation about products/servicesthat
aready exist in the market. A systematic and in-depth study is
undertaken to obtain useful datato determinedemand supply position
for aparticular product or servicethat is already available in the
market. Such aresearch will help in getting new ideasfor products
and services.
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Market and Demand Analysis

Present demand of the goods produced through theproject. i.e.,
market facility (or) getting afedl of themarket.

Future demand: A projection may be made about the future
demand. The period normally depend upon the scale of investment.

Determining the extent of supply to meet the expected demand and
arriving at the gap. Deciding in what way the project under
consideration will have a reasonable chance to share the market.
Anticipated rate of return oninvestment. If it ispositivethe project
justifies the economic norm in the rel ationship between cost and
demand.

Future demand can be estimated after failing into considerationthe
potentiditiesof theexport market, the chargesintheincomeand prices,
themultiplesuse of the product, the probable expansion of industries
and the growth of new industries. The share of the proposed project
inthemarket could beidentified by considering thefactorsaffecting
the supply position such as competitive position of theunit, existing
and potential competitors, theextent of capacity utilisation, unit’scosts
advantages and disadvantages, structural changesand technological
innovationsbringing substituteinto themarket.

Feasibility Study

Centrefor Entrepreneurship at University of Rochester explained that
“a feasibility study can be defined as a controlled process for
identifying problems and opportunities, determining objectives,
describing Situations, defining successful outcomes, and assessing the
range of costsand benefitsassociated with several aternativesfor
solvingaproblem.”

Theinformation gathered and presented in afeas bility sudy will help
entrepreneursto:
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Ligtindetall dl thethingsthey need to makethebusinesswork;
Identify logistical and other business-related problemsand
solutions;

Develop marketing strategiesto convince abank or investor
that their businessisworth considering asaninvestment; and
Serveasasolid foundationfor developing their businessplans.

Evenif entrepreneurshaveagreat businessideathey till havetofind
acogst-effectiveway to market and sell their productsand services.
For example, most commercial spaces lease place restrictionson
businessesthat can have adramatic impact onincome. A lease may
limit business hours/days, parking spaces, restrict the product or
servicethat can be offered in some cases, even limit the number of
customersabusi ness can receive each day.

Features

>

>

A feasibility study isaprocessinwhich anideaisstudied to
seeif itis“feasible” thatis, if and how it will work.

A comprehensvefeasbility sudy looksat theentirestructure,
needs, and operations of abusiness.

A limited or project feasibility study looksat onespecifictask,
program, idea, or problem.

A feasibility study looksat both sides, considering advantages
and disadvantages, and troubleshoots potential problems.

A feasibility study is not a business plan, but serves as a
foundation for developing abusinessplan.

A market feasibility study isnot amarketing plan, but studies
marketsand market potential, and can be used to support or
develop amarketing plan.
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» Inadditiontoabusinessplan, aninvestor or lendinginstitution
may require the submission of a feasibility study before
considering therequest for capital.

Components of Feasibility Study

Project feasbility study comprisesof market analys's, technica andyss,
financid andys's and socid profitability andyss Theandysisismainly
interested only inthecommercid profitability and thusexamining only
the market, technical and financial aspects of the project. But,
generally the gamut of feasibility of aproject coversthefollowing
areas.

1. Commercial and Economic Feasibility

The economic feasibility aspect of aproject relatesto the earning
capacity of the project. Earnings of the project depends on the
volumeof saes. If taken into cons deration thefollowing important
indicators.

® Present demand of the goods produced through the project.
i.e., market facility (or) getting afed of themarket.

e Futuredemand: aprojection may be made about thefuture
demand. The period normally depend upon the scale of
investment. Determining the extent of supply to meet the
expected demand and arriving at the gap. Deciding in what
way the project under consideration will have areasonable
chanceto sharethe market.

The commercial feasibility of a project involves a study of the
proposed arrangementsfor the purchase of raw materialsand sale of
finished productsetc. Thisstudy comprisesthefollowing two aspects.
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e Arriving at thephysical requirement of production input such
asraw materias, power, labour etc., at variouslevel of output
and converting theminto cogt. In other words, deciding costing
pattern.

e Maitching costswith revenueswith aview to estimating the
profitability of the project and the break-even point. The
possibility ultimately decideswhether the project will bea
feasible proposition.

2. Technical Feasibility

Theexamination of thisaspect requiresathorough assessment of the
variousrequirementsof the actual production processandincludesa
detailed estimate of the goods and services needed for the project.
So, thefeasibility report should give adescription of the projectin
termsof technol ogy to be used, requirement of equipment, labour and
other inputs. Location of the project should be given specid attention
inrelevanceto technical feasibility. Another important feature of
technical feasibility relatesthetypes of technology to be adopted for
the project. The exercise of technical feasibility is not done in
isolation. The scheme has also to be viewed from economic
considerations; otherwise, it may not be a practical proportion
however sound technically it may be.

The promoters of the project can approach the problem of prepara-
tion of technical feasbility sudiesinthefollowing order:

e Undertaking apreliminary study of technical requirementsto
haveaquick evauation.

e |f preliminary investigation indicate favourabl e prospects
working out further detailsof theproject. Theexercisebegins
with engineering and technical specificationsand coversthe
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requirementsof the proposed project asto quality, quantity
and specification type of componentsof plant & machinery,
accessories, raw materials, labour, fuel, power, water, effluent
disposal transportation etc.

e Thus, thetechnica feasibility anaysisisan attempt to study
theproject basicdly fromatechnician’sangle. Themain aspects
to beconsdered under thisstudy are: technology of the project,
sizeof the plant, location of the project, pollution caused by
the project production capacity of the project, strength of the
project. Emergency or stand-by facilitiesrequired by theproject
sophi st cation such as automation, mechanical handling etc.
required collaboration agreements, production inputs and
implementation of the project.

3. Financial Feasibility

Themain objectiveof thisfeasibility study isto assessthefinancia
viability of theproject. Here, themain emphasisisinthe preparation
of financia statement, so that the project can beevaluated in termsof
various measuresof commercial profitability and the magnitude of
financing required can be determined. Thedecision about thefinancid
feasibility of aproject should be arrived at based on thefollowing
consideration:

e Forexisting companies, audited financid statementssuch as
bal ance sheets, income statements and cash flow statements.

e For projectsthat involve new companies, statementsof total
project cog, initia capita requirements, and cash flow relative
totheprojectivetimetable.
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e Financid projectionsfor futuretime periods, includingincome
statements, cash flows and balance sheets.

e Supporting schedules for financial projections stating
assumptions used asto collection period of sales, inventory
levels, payment period of purchases and expenses and
elementsof production cog, sellingadminigrativeandfinancia
expenses.

e Finandd andyssshowing return oninvestment refurnonequity,
break-evenvolumeand priceanaysis.

e If necessary sensibility analysistoidentify itemsthat havea
largeimpact on profitability or possibly arisk anaysis.

4. Managerial Feasbility

Thesuccessor failure of aproject largely depends upon the ability of
the project holder to manage the project. Project is a bundle of
activitiesand eech activity hasitsownrole. For thesuccessof aproject,
aproject holder hasto co-ordinate | theactivitiesin such away that
theadditiveimpact of different inputs can producethe desired resuilt.

Theability to manageand organisedl suchinter related activitiescome
within the concept of management. If the person in-charge of the
project, hastheability, hasthe ability to managedll such activities, the
desired result can be anticipated.
Therearethreewaysto measurethe manageria efficiency.

e Heredity kill

e Skill acquiredthroughtraining.

e Skill acquiredin course of work.
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5. Social Feasibility

A project may crossdl theabovebarriersmentioned above and found
very suitablebut it will loseitsentire creditability, if it hasno socia
acceptance. Though the social customs, conventions such ascaste
community, regional influence etc. are creating hindrance for
development of aproject should avoid al such socia conflictswhich
will stand on the successful implementation of the project.

(e.g) Considering theinterestsof the general public; projectswhich
offer large employment potential, which channelisetheincomefrom
lessdeveloped areaswill stimulate smdl industries.

Inanut shell, thefeaghility report should highlight onthesefivetesting
stonesbeforeit can be declared as complete and only after judging
through these indicatorsaproject can be declared asviableand can
be submitted for finance or any other assistancefrom any ingtitutions.

Social Cost Benefit Analysis

Injudging theoverall worth of the project, the effect which the project
will have on society asawholeisvery material. While financial
analysisevauatesaproject fromthe profitability point of view, socia
cost benefit andysisviewsit fromthepoint of view of rationd viability,
the cost-benefit analysis however takes into account not only the
direct costsand benefitswhich will accrueto the project implement
ing body but asototal costswhichdl entitiesconnected with the project
will haveto bear and the benefitswhich will be enjoyed by all such
entities. Theideahereisto evaluate the project intermsof absolute
costsand benefitsrather than interms apparent costs and benefits.

Government Regulations for Project Clearance

Thegovt. hastwo rolesto play regulatory role and protectiverole.
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Govt. regulates as well as protects small business. It plays the
regulatory roleby imposing certain restriction and formditieson smal
business. It providesassistance and support to small business.

Industrial development significantly contributes towards
economic growth. However, industria progressbringsalong
with it ahost of environmental problems. Many of these
problems could be avoided if industries are located on the
basis of environmental considerations, injudicioussiting of
industry can serioudy affect theenvironmental featuressuch
asair, water, land, flora, fauna, human settlementsand hedlth
of people. The entrepreneur should be fully aware of these
implicationsand he shoul d take necessary stepswhile setting
up theindustry so asto minimisethe possible adverse effects
on theenvironmental resourcesand qudity of life. Often, an
entrepreneur findsit very costly toinstall pollution control
equipment and other mitigative measuresafter theindustry is
already set up. Assuch, preventive steps are needed at the
timeof siting rather than going infor curativemeasuresat a
later stage.

Thelndustrid Policy Statement of July 1980, recognized the
need for preserving ecological balanceand improving living
conditionsin theurban centersof the country. On the basisof
thisPolicy, indiscriminate expansion of theexisting industries
and setting up of new industrial undertakingswithinthelimits
of metropolitan cities and the larger towns should not be
permitted. However, the Policy has not touched upon the
implicationsof setting up anindustry insendtivearess, either
ecological or otherwise, which would have an effect onthe
overdl development process.
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® At present, industriesare being located on the basis of raw
material availability, accessto the market, transport facilities
and such other techno-economic considerations without
adequate attention to environmental considerations are
recognised asanimportant criterion for setting of industry.

e Toprevent, air, water and soil pollution arising out of industria
projects, theindustrial Licensing procedurerequiresthat the
entrepreneurs before setting up theindustry obtain clearance
from Central/State Air and Water Pollution Control Boards.
The Centra State Pollution Control Boards stipul atethat air
(gases) and water (effluents) emanating from the industry
should adhereto certain quality standards. However, these
tipul ationsdo not prevent theindustry from effecting thetotal
environment by wrong siting. Also, thecumul ative effect of a
number of industriesat aparticular placeisnot being studied
upon, withtheresult that anindustry or anindustrial areaover
a period of time could cause significant damage to the
surrounding environment and ecological festures.

® Inrespest of certainindustria development projectsitisnot
only necessary toinstall suitable pollution control equipment
but dsotoidentify appropriate sitesfor their location. Togive
a concrete shape to thisrequirement, a select group of 20
industries hasbeen notified by the Department of Industria
Devel opment. A formalised procedure has been stipul ated for
site selection from environment angle with regard to these
projects.

e Accordingtothisprocedurefor theselect group of industries,
thelettersof intent should be converted to industrial licences
only after thefollowing conditionshave beenfulfilled:

School of Distance Education, University of Calicut 134



B.Com / BBA — Semester IV - Entrepreneurship Development

o The State Director of Industries confirmsthat the site of
the project has been approved from environmental angle
by the competent State Authority.

o Theentrepreneur commitsbothto the State Government
and Central Government that hewill instal | the appropriate
equipment and implement the prescribed measuresfor the
prevention and control of pollution.

o Theconcerned State Pollution Control Board hascertified
that the proposal meetswiththeenvironmenta requirements
and that the equipment installed or proposed to beinstalled
are adequate and appropriate to therequirement.

e The State Department of Environment will be the competent
authority for gpprova of project Stesfrom environmental angle.
In those Stateswhere such Departments have not yet been set
up, approval should be obtained from the nodal agency
designated for looking after environmenta matters. Withregard
to projects where support from the Central Government/
I nternational Agenciesisenvisaged and which comeunder the
purview of Industrid Licensing, gpprova of theproject Stefrom
environmental angle should be obtained from the Ministry of
Environment and Forests, Government of India. Theentrepreneur
should providethe detail s of proposed project site, pollution
abatement measures and such other relevant information as
required for review from environmental angle.

e Theentrepreneur will berequiredto submit half-yearly progress
report oningtalation of pollution control devicestotherespective
State Pollution Control Boards. Depending on the natureand
locationof theproject, theentrepreneur will berequired to submit
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comprehensive Environmenta Impact A ssessment Report, and
Environment Management Plans.

Import of Capital Goods

Sometimes, capital goodslikemachinery, equipment, etc., arerequired
to beimported by the entrepreneur. Thisisto enhance technology
updation inthe manufacturing process. STP/EHTP unitsarefreeto
import capital goodsfor creating STPinfrastructure, unlesstheseare
includedintheprohibitedli<.

Softwar e Technology Park (STP) Scheme

The STP Scheme is a 100% export-oriented scheme for the
development and export of computer software, including export of
professiona servicesusing communicationlinksor physca media As
aunique scheme, it focuses on one sector, i.e. computer software.
The scheme integrates the government concept of 100% Export
Oriented Units (EOU) and Export Processing Zones (EPZ) and the
concept of Science Parks/Technology Parks, asoperating elsewhere
intheworld. Theuniquefeatureof the STPschemeistheprovisoning
of single- point contact servicesfor member units, enabling themto
conduct exports operations at a pace commensurate with
internationd practices.

Scheme Benefits and Highlights
» Approvasaregivenunder singlewindow clearancesystem.

» AnSTPunit may beset upanywhereinindia.

» Juridictional STPI authoritiescan clear projectscosting less
than Rs.200 millionwith Indian Investment.

» 100%foreignequity ispermitted.
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» All theimportsof Hardware& Softwareinthe STPunitsare
completely duty free, import of second-hand capita goodsare
a so permitted.

» Re-export of capital goodsisalso permitted.

»  Simplified Minimum Export Performancenormsi.e,, “ Poditive
Net Foreign Exchange Earnings’.

» Useof computer system for commercial training purposesis
permiss ble subject to the condition that no computer terminas
areinstalled outsidethe STPpremises.

» SdesintheDomestic Tariff Area(DTA) arepermissible.

» Thecapital goods purchased fromthe DTA areentitled for
refund of GST.

» Capita invested by foreign entrepreneurs, know-how Fees,
royalty, dividend etc., can befreely repatriated after payment
of Income Taxesdue onthem, if any

» Theitemslike computersand computers peripheralscan be
donated to recognized non- commerciad educationd ingtitutions,
registered charitablehospitals, publiclibraries, public funded
research and devel opment establishments, organi zations of
Govt. of India, or Govt of aState or Union Territory without
payment of any dutiesafter twoyearsof theirimport.

» 100 Percent Depreciation on computers and computer
peripheralsover aperiod of fiveyears.

Electronic Hardwar e Technology Park (EHTP) Scheme

The EHTP Scheme is a 100% export-oriented scheme for the
development and export of eectronicshardware.
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Scheme Benefits and Highlights

Unitsestablished under EHTP Schememay carry out thefollowing
activities

>
>

Manufactureany item of electronic hardwarefor exports.

Manufacture of both hardware and softwarein anintegrated
manner for exports.

R& D activity, maintenance, testing and calibration servicesfor
€l ectronics products meant for exports.

EHTPunitsmay import al typesof goods, including capita
goodsfree of duty asdefined inthe Export Import (EXIM)
Policy, required by it for manufacture, services, productionand
processing or in connectiontherewith.

Theunitsshall aso be permitted toimport goods, including
capital goods, free of cost or onloan from clientsrequired for
the approved activity.

EHTP units may procure goods required by them for
manufacture, services, production and processing or in
connection therewith, duty free, from bonded warehouses.

Simplified minimum export performancenormsi.e. “ Pogtive
Net Foreign Exchange Earnings’.

Approval of Foreign Collaboration

Foreign collaborationisandlianceincorporated to carry ontheagreed
task collectively with the participation (role) of resident and
non-resident entities. Foreign collaboration agreement entered into
two or more companies, any of them being aforeign company for

School of Distance Education, University of Calicut 138



B.Com / BBA — Semester IV - Entrepreneurship Development

their mutual benefitsand thereby starting their businessin another
country with or without forming aseparate company.

Foreign collaboration may take placemainly inthreeforms:

1.
2.

Collaboration between Indian and foreign private companies,
Collaboration between Indian government companiesand
foreign private companies,; and

Collaboration between Indian Government and foreign
government.

Following important points convey the meaning of
foreign collaboration:

1

Foreign collaborationisamutual co-operation between one
or moreresident and non- resident entities. In other words,
for example, an aliance (aunion or an association) between
an abroad based company and adomestic company formsa
foreign collaboration.

It isastrategic alliance between one or more resident and
non-resident entities.

Only two or more resident (native) entities cannot make a
foreign collaboration possible. For itsformation and as per
abovedefinitions, itismandatory that oneor morenon- resdent
(foreign) entitiesmust a\ways collaborate with one or more
resident (domestic) entities.

Before starting a foreign collaboration, both entities, for
example, aresident and non- resident company must always
seek approva (permission) fromthe governmental authority
of the domestic country.
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10.

During an ongoing process of seeking permission, the
collaborating entitiesprepareapreliminary agreement.
According to thispreliminary agreement, for example, the
non-resident company agreesto providefinance, technology,
machinery, know-how, management consultancy, technical
experts, and so on. On the other hand, resident company
promises to supply cheap labour, low-cost and quality
rawmeaterials, ampleland for setting factories, etc.

After obtaining the necessary permission, individual
representative of aresident and non- resident entity signthis
preliminary agreement. Signature actsasawritten acceptance
to each other’s expectations, terms and conditions. After
signatures are exchanged, acontract isexecuted, and foreign
collaboration getsestablished. Contractisalegally enforcegble
agreement. All contracts are agreements, but all agreements
need not necessarily beacontract.

After establishing foreign collaboration, resident and non
resident entity start businesstogether in the domestic country.
Collaborating entitiessharetharr profitsasper theprofit-sharing
ratio mentioned in their executed contract.

Thetenure (term) of theforeign collaborationisspecifiedin
thewritten contract.

Guidelines for Foreign Collaboration Proposals

The Central Government has issued the following guidelinesin
connection with the formulation of proposals and agreements of
foreign collaboration:

Alter native sour ces. The collaborator should explore, to
fullest extent possible, alternative sources of technology,
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evduatethemfromatechno-economic point of view andfurnish
reasonsfor preferring aparticular technology and the source
of import.

ii. Other arrangement: Thereshould not beany restrictionon
the Indian Company inthe matter of procurement of capital
goods, components, spares, raw materials, pricing policy,
sdling arrangement, etc.

ii. Sub-licensing: The Government expectsthat thetechnical
collaboration agreement should generally not prohibit
sub-licensing of the know-how, product-design or engineering
design under agreement, to other Indian parties. Such
sub-licensing, whenit becomes necessary, issubject to terms
tobemutually agreed by al parties concerned, including the
foreign collaborator, and is subject to the approval of the
Government. The collaboration agreements should not place
any export restrictions to countries except where the
collaborator hasasub-licensing agreement.

Iv. Minimumroyalty: There should be no requirement for the
payment of aminimum guaranteed royalty regardless of the
quantum and value of production.

v. Exports: Tothefullest extent possible, there should be no
restriction onfreeexportstoal countries.

vi. Brand names. Thereshould beno provision for the use of
the foreign brand names on the products for internal sale,
although thereisno objection to their use on productsto be
exported.

vii. Training-Research and development: Adequate and
suitable provisionsshould bemadefor thetraining of Indians
inthefieldsof production and management. There should be
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adequate arrangement for research and development,
engineering design, training of technol ogical personnel, and
other measures for the absorption and adoption and
devel opment of theimported technol ogy. Such measurescan
be undertaken through in housefacilities of the entrepreneur
or in collaboration with recognised engineering design
consultancy, research and devel opment organisationsin the
public or private sectors, and recognised scientific and
educationd ingtitutionswherethe necessary fecilitiesexist.

viii. Consultancy service: Incaseany consultancy isrequiredto
execute the project, it should be obtained from an Indian
engineering consultancy firm. If aforeign consultancy firmis
aso considered necessary, an Indian consultancy firm should,
nevertheless, bethe prime consultant.

ix. Patent laws: If the proposed item of manufactureisto be
covered by apatent in India, it should be ensured that the
collaboration agreement includesaclauseto the effect that the
payment of royaty for theuseof the patent rightstill theexpiry
of thelife of the patent, and that the Indian party would have
thefreedom to producetheitem even after the expiry of the
collaboration agreement without any additional payment.

X. Indian laws. Collaboration agreementswill be subject to
Indianlaws.

xi. Extensions. Government does not favour requests for
extensgonsof theduration of collaboration proposds All efforts
should, therefore, be madeto assimilate thetechnology within
theinitia duration of the agreement.
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Pollution Control Clearances

Under the Environment (Protection) Act, 1986, 24 categories of
projectsand industrieswill requireenvironmental clearancefromthe
Central Government.

Inaddition, any project proposed to belocated within 10 km
of theboundary of areserved forest or adesignated ecologicaly
sengtiveareaor within 25 Kmsof theboundary of anationa
park or sanctuary will requireenvironmental clearancefrom
the Central Government.

For al other projects, environmental clearance need to be
obtained only at thelevd of the State Government. Clearance
isrequired from the environmental (for site clearance) and
pollution control angle, which hasto be obtained by all units
other than certain specified non-polluting unitsinthesmall scde
sector.

No Objection Certificate (NOC) for thesiteclearanceusualy
involvesclearancefrom the concerned State Pollution Control
Board NOC isa so required for adequacy of pollution control
Measures.

Ingenerd, the State Pollution Control Boardistheconcerned
authority whichwill bethe State Pollution Control Board is
the concerned authority which will usually specify certain
pollution control measuresto betaken by theunit.

Pollution Control - State Pollution Control Board. A No
Objection Certificate (NOC) should be obtained from the
State Pollution Control Board before commencement of
condructionactivity. In casetheindustry isof thehighly polluting
category, a full- fledged or rapid Environmental Impact
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Assessment (EIA) study hasto be carried out and submitted
to the State Pollution Control Board for approval, after which
the construction can commence.

Industriesrequiring Weater and Affecting Effluent Disposal from
State Pollution Control Board and No Objection Certificate
(NOC) should be obtained from the State Pollution Control
Board before commencement of construction activity.

Setting up of Micro Small and Medium Enterprises
Assoon as aperson decidesto become an entrepreneur and to start
aMSME, heisrequired to takeanumber of stepsand formalitiesone
after the other. They areasfollows:

1)

2)

Scanning of BusinessEnvironment: it isessential onthe
part of theentrepreneur to study and understand theprevailing
busi nessenvironment. Entrepreneur should scanthebusiness
opportunitiesand threatsin the new environment. To study
theadminigtrativeframework, procedure, rulesand reguletions
and other formalitiesimplemented by the government. The
potentia entrepreneur must assesshisown deficiencies, which
he can compensatethroughtraining.

Selection of the Product: Thevery successof one' sventure
will depend ontherationdlity of hisdecisoninthisregard. The
economic viability of the product can be ascertained by
cong dering certain demand aspectssuch asvolume of demand
inthedomestic market, volumeof demandintheexport market,
volume of potential demand, adegree of substitution of an
existing product etc. The prospective entrepreneur hasto
identify the product based on market research or market survey.
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3) Selection of Form of Ownership: He has to select sole
proprietorship or family ownership or partnership or private
limited company astheform of the ownership.

4) Selection of L ocation and Site: Location isselected after
cons dering certain factors such asnearnessto market, sources
of materia and labour, moderninfrastructurefacilitiesetc. The
entrepreneur hasto chooseasuitableplot for thefactory. He
may purchaseland directly or choosefrom anindustrial area
devel oped by State Devel opment Corporationslike SIDCO,
or Directorate of Industries. In order to stimulateindustrial
growth, thegovernment of Keralaisproviding infrastructural
assistance by way of

e Devedopingaress.

e Development Plots.

e |Industrid estates, and
e  Miniindugrid units.

5) Designing Capital Sructure: Apart fromtheown capital,
he may securefinancefrom friendsand relatives, term loans
from banksand financid ingtitutions.

6) Acquiring Manufacturing Know-How or Technology:
Many institutions of government, research laboratories,
research and devel opment divisonsof bigindustriesand certain
consultancy agencies provide the manufacturing know-how.

7) Preparation of Project Report: Thereport usualy covers
important itemslikesourcesof finance, availability of machinery
and technical know-how, sourcesof raw materia and labour,
market potential and overall profitability.
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8) Regigtration asaSmall Scalelndustry: Registration with
Department of industriesand Commerceisonly optiond. There
isno statutory obligation, but small scaleindustriescan avail
variousfacilities, incentivesand concessions offered by the
state aswell ascentral government only if they registered as
SSI. Theregistration would be donein two stages.

i) Provisonal Registration: Itwill bevaidfor oneyear with
possible three extensions of six months each. It helps
entrepreneur to take necessary stepsto bring the unitsinto
existence. Theprovisional registration may enablethe party
to:

1. Apply toNSIC/SIDO and other ingtitutionsfor procuring
machinesonH.Pbasis.

2. Apply for power connection.

3. Applytoloca Bodiesfor permissonto construct the shed
to establishaunit.

4. Apply for financial assistance to SFC/Banks or other
financid ingtitutionsonthebasisof project report.

5. Obtain Excise, GST registration etc., whenever required.

6. Applyforashedinanindudtria estate/ development sitein
anindustria areal material for construction of shed asthe
casemay be.

9) Obtaining Satutory License: Any person should obtainthe
following licencesand certificatesbefore starting theventure:
(A) Licensefrom Loca BodiesFor
) Congructionof thebuilding.
il) Ingtdlationof plant and machinery.
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(B) LicensefromtheDirectorateof Factoriesand BoilersFor:
) Approva of factory building.
i) Registration under section 6, 7 and 85 of the Factory
Act.

(C) No Objection Certificate from State Pollution Control
Board.

10) Apply for Power Connection: There are 2 categories of
power, the Low Tension (LT) and High Tension (HT). A
consumer canavail LT only if the connected load is 75 HP
and below. If connected load isbetween 75 HPand 130 HP,
the consumer hasthe optionto avail either LT supply or HT
upply.

11) Arrangement of Finance: Entrepreneur needsto acquire
assgsof 2 kindsnamely Fixed assetsand current assets. Long
termfinanceisneeded to acquirefixed assatslikeland, building,
plant and machinery and for security deposits. Short termfunds
arerequired for acquiring current assets. Current assetsare
essentia for theday to day working of theindustry. Long term
fundsincludesowner’scapital, subsidy from central/ sategovt.,
persona borrowingsfrom friendsand relativesand long term
loansfromfinancia ingtitutionlike KFC and KSIDC.

12) Regigtration under theSalesTaxAct: Businessenterprises
aresubject to threeimportant taxes- Income Tax, Excise Duty
and GST.

13) Ingallation of Machinery: Machinery should preferably be
installed asper the plant layout.
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14) Recruitment of Manpower: The number and type of
workersisto be decided. After this, the required workers
should berecruited.

15) Procurement of Raw Material: Theraw materialsmay be
procured indigenously or may have to be imported by the
entrepreneur. The next step isto start production, whichis
taken up in two stages- Tria production and Commercial
production having successfully test marketed the product,
commercia marketing can be undertaken.

16) Application for Permanent Registration: For this,
application form hasto be madeto the GM of DIC through
IEO/ Taluk Industries Officer. The GM should inform the
entrepreneur of the date and time of ingpection of theunit. On
being satisfied aregistration certificate may beissued by the
Directorate of Industrieswithin one month of the receipt of
thegpplication. Theperiod of the certificatewhether provisond
or permanent will befor aperiod of 2 years. Renewd certificate
would be affected by the GM (DIC) within a period of 3
monthsfrom the date of expiry of certificate.

L ocation Decision

L ocation decisionisabroad subject, impacting many operationa and
logistical decisions, and location projectsusudly implicatelong-term
investments. On the other hand, aninappropriate businesslocation
can negatively affect abusinessperformance, and may bankrupt an
enterprise. Once awrong location decision is made, it becomes
extremely difficult and costly to change, particularly inlargefacilities.
Thus, business owners/managers must choose not only a well
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performing facility for thecurrent Situation, but dsoaviablefacility for
thelifetimeof thecompany.

Factors Affecting L ocation Decision

When deciding on alocation, the analysisto inform any location
decision should include certain potential factors. Therearevarious
factorsaffecting the businessowners' decision making processes.
However, Businessownerscan control their location decisionsbut
are not able to control single or combined location factors. This
includes: rental rates, labour, the electricity tariffs, proximity to
customers, competitors, or suppliers, and attractiveness of the
location (intermsof cons derations such assafety and culture).
Following pointsmay be considered in selection of location.
v Avallability of sufficient space
Easy availahility of Labour
Availability of raw materia at reasonableprice
Availability of indugtrid fuel anditssupply
Availability of transportfacility
Availability of power and degreeof dependability of itssupply
Water supply as per requirement

SN NN NN

Fecilitiesavailablefor education, hedth, recregtion, shopping,
religiousand socid lifeand professiona services

<

Lawsand regulationsconducivefor establishing abusinessunit

\

Climate condition of thearea
v Taxincentiveavailableinthat locality
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v Nearnessto the market
v Provisionfor disposd of waste
v" Cheap power supply

Significance of L ocation

L ocation selection playsasignificant rolein the strategic design of an
enterprise, especially international one. However, it isacomplex
processthat doesnot alow abus nessto changeitslocation frequently.
Choosing the appropriatelocation among agiven set of dternativesis
difficult work requiring the assessment of both qualitative and
quantitativefactors.

One of the strategic decisions made by many enterprises is the
location of their businesses. Render and Heizer affirmed that many
companiesthroughout the world use the concept and techniques of
location decision. Location hasacong derableinfluenceontheoverdl
risk and profit of abusiness. Companies make location decisions
infrequently usually becauseof thecapacity of thefacility or thechanges
of thelabour productivity, exchangerate, cost and local attitudes.
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ModuleV
Project Report

The project report is a document that contains all information
regarding the proposed project. It is served as a blueprint of all
operationsto beundertaken for attaining thedesired results. Theproject
reportisbasicaly thebusinessplan of actionand clearly describesits
goalsand objectives. It isonethat helpsin converting the business
ideainto aproductive venture without any chaosor confusion asit
definesstrategiesfor project execution.

Information from variousaspectsliketechnica, financid, economic,
production and manageria aretogether congtituted in project report
for better understanding. It describes al inputs required for the
accomplishment of aproject so that they can bearranged accordingly
atheright time.

Theproject report isan essentia tool available with management for
proper monitoring of operationsand helpsthem in recognizing any
problems. Managersthrough project reportsare ableto estimateal
costsof operationsand possible profitability of the proposed project.

Meaning & Definition

A Project Report isadocument which providesdetailson the overdl
pictureof the proposed business. The project report givesan account
of the project proposal to ascertain the prospects of the proposed
plar/activity.

Project Report isawritten document relating to any investment. It
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contains dataon the basis of which the project has been appraised
andfoundfeasble. It consstsof information on economic, technical,
financial, managerial and production aspects. It enables the
entrepreneur to know theinputs and hel pshim to obtainloansfrom
banksor financid Ingitutions.

The project report contains detailed information about Land and
buildings required, Manufacturing Capacity per annum,
Manufacturing Process, Machinery & equipment dongwiththeir prices
and specifications, Requirementsof raw materials, Requirements of
Power & Water, Manpower needs, Marketing Cost of the project,
production, financia analysesand economic viability of theproject.

Characteristics of Project Report

1. Scope: Theproject report givesaclear pictureof what isto
be done or to be achieved. It describes the goals of the
proposed project and activitiesto beundertaken for achieving
thesegoals.

2. Resource: It showsthe meansor resourcesrequired to meet
the desired scope. Project report servesastheroadmap which
tellsthedirectioninwhich businessshould gofor attaining its
godls.

3. Time: Theproject report denotesthe standard timerequired
for the compl etion of each and every task of the proposed
project.

4. Quality: Theproject report explainsthe desired standardsto
be achieved by the completion of dl tasks. Limit of deviations
that can be accepted from these defined standards are also
contained inthisreport.
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5.

Risk: Risk isan unavoidablefactor associated with every
bus nessand needsto monitored properly. The project report
considersal risk factorsthat may arrive at the completion of
the proposed project and al so tellsthewaysfor recovering
fromthesefactors.

Need/Objectives/Pur pose of Project Report

1

Selecting Best I nvestment Proposal: Project reportisan
efficenttoal for andyzingthestatusof any investment proposd.
It showsthe expected profitability and risk associated with
the project and thisway helpsin choosing the best option.

Approval of Project: Itisessentid for regisiration or gpproval
purposes of the proposed project. Different authoritieslike
Didrictindustriescenter, Directorate of industries, government
departments, etc. require project reportsfor giving approval.
Tracking: TheProject report assistsin tracking the current
activities of the project. It helps team members and other
stakehol dersto check the project progressfromtimetotime
and helpsinfinding out any deviaionsagaing theorigind plan.
Vighility: Another important advantage of having the project
reportisthat it givesfull ingghtintotheproject. It givesaclear
description of activities to be undertaken and avoids any
confusion or disorder.

Risk Identification: Identification of riskisasignificant step
for the completion of every project. Theproject report enables
inspottingtherisk early and taking dl correctiveactionstimely.
Cost Management: Project report helpsin managing the
expensesthrough regular reporting of al activities. It setsthe
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standard cost of every operationinadvanceand helpsinfinding
out any deviationinthese coststhrough tracking of theproject.

7. Financial Assistance: It isan important tool for availing
financid assstlancefromfinancia inditutionsor fund providers.
Theproject report enablesfinancid ingtitutionsinjudging the
profitability of the proposed project and then takesthedecision
accordingly for approving thefunds.

8. Test Business Soundness. Project report helpsin testing
the profitability and soundnessof the proposed project. It tells
thetotal estimated costs, possibleincomeand risk associated
with any proposal.

Requirements/ Contents of a Project Report
Following arethe contents of aproject report:

1. General Information

A project report must provide information about the detail s of the
industry towhichtheproject belongsto. It must giveinformation about
the past experience, present status, problemsand future prospects of
the industry. It must give information about the product to be
manufactured and the reasons for selecting the product if the
proposed business is a manufacturing unit. It must spell out the
demandfor the product inthelocal, national and theglobal market. It
should clearly identify the alternatives of businessand should clarify
thereasonsfor starting the business.

2. Executive Summary

A project report must state the objectives of the business and the
methods through which the business can attain success. Theoverall
picture of the businesswith regard to capital, operations, methods of

School of Distance Education, University of Calicut 154



B.Com / BBA — Semester IV - Entrepreneurship Development

functioning and execution of thebusinessmust be stated inthe project
report. It must mention the assumptions and the risks generaly
involvedinthebusiness.

3. Organization Summary

The project report should indicate the organization structure and
pattern proposed for the unit. It must state whether theownershipis
based on sole proprietorship, partnership or Joint Stock Company. It
must provide information about the bio data of the promoters
including financial soundness. The name, address, age qualification
and experience of the proprietors or promoters of the proposed
busi ness must be stated in the proj ect report.

4. Project Description

A brief description of the project must be stated and must give details
about thefollowing:

Location of thesite,

Raw materid requirements,

Target of production,

Arearequired for thework shed,

Power requirements,

Fud requirements,

Water requirements,

Employment requirementsof skilled and unskilled [abour,
Technology selected for the project,

Production process,

Projected production volumes, unit prices,

Pollution treatment plantsrequired.
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If the business is service oriented, then it must state the type of
services rendered to customers. It should state the method of
providing serviceto customersindetail.

5. Marketing Plan

The project report must clearly statethetotal expected demand for

theproduct. It must statethe price at which the product can besoldin

the market. It must also mention the strategies to be employed to

capturethemarket. If any, after sdle serviceisprovided that must aso

be stated in the project. It must describe the mode of distribution of

the product from the production unit to the market. Project report

must Satethefollowing:

Typeof customers,

Target markets,

Nature of market,

Market segmentation,

Future prospects of the market,

Salesobjectives,

Marketing Cost of the project,

Market share of proposed venture,

Demand for the product in the local, national and the

globa market,

e It mustindicate potentia usersof productsand distribution
channelsto beused for distributing the product.

6. Capital Sructure and operating cost

Theproject report must describethetotal capital requirementsof the
project. It must state the source of finance, it must also indicate the
extent of owner’s funds and borrowed funds. Working capital
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requirements must be stated and the source of supply should also be
indicated in the project. Estimate of total project cost, must be
broken downinto land, construction of buildingsand civil works, plant
and machinery, miscellaneous fixed assets, preliminary and
preoperative expenses and working capital. Proposed financial
structure of venture must indi cate the expected sources and terms of
equity and debt financing. This section must also spell out the
operating cost.

7. Management Plan

The project report should statethefollowing.

a. Busnessexperienceof the promotersof thebusiness,
Detail sabout the management team,

Dutiesand responsibilitiesof teammembers,

Current personnel needsof theorganization,
Methods of managing thebusiness,

Plansfor hiring and training personnd,

g. Programmesand policiesof themanagement.

-0 Q0o

8. Financial Aspects

In order to judgethe profitability of the businessaprojected profit
and loss account and bal ance sheet must be presented in the project
report. It must show the estimated sal esrevenue, cost of production,
grossprofit and net profit likely to be earned by the proposed unit. In
additionto theabove, aprojected balance shest, cash flow statement
and fundsflow statement must be prepared every year and at least for
a period of 3 to 5 years. The income statement and cash flow
projectionsshould includeathree-year summary, detail by monthfor
thefirst year, and detail by quarter for the second and third years.
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Break- even point and rate of return oninvestment must be statedin
the project report. The accounting system and theinventory control
systemwill beusedisgeneraly addressed inthissection of theproject
report. The project report must state whether the business is
financidly and economicdly viaole,

9. Technical Aspects

Project report provides information about the technology and
technical aspectsof aproject. It coversinformation on Technol ogy
selected for the project, Production process, capacity of machinery,
pollution control plantsetc.

10. Project Implementation

Every proposed businessunit must draw atimetablefor the project.
It mustindicatethetimewithintheactivitiesinvolvedin establishing
the enterprise can be compl eted. Implementation schemes show the
timetabl e envisaged for project preparation and completion.

11. Social responsibility

The proposed units draws inputs from the society. Hence its
contribution to the society in the form of employment, income,
exports and infrastructure. The output of the business must be
indicated in the project report.

General Principles of a Good Reporting System

A good reporting system hel psthe management in proper planning
and controlling. If the reports are available to every level of
management at the proper time, current activitiesmay beregulated
and controlled and necessary corrective actionsmay aso betakenin
time. Hence, some principles have been followed for making the
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reporting syssem moreeffective. Such principlesarebriefly explained
below.

1. Proper Flow of Information: Theinformation should befree
flow fromthe proper placeto theright end user of thereport.
Hence, theinformation should be presented in theright format
and at a proper time so that it helps in planning and
co-ordination. Theflow of report should not be delayed at
any cost. Flow of information is a continuous activity.
Information may flow upward, downward or sidewayswithin
anorganization. Orders, ingructions, plansetc., may flow from
top to bottom. Reports of grievances, suggestions etc. may
flow from bottom to top. Notifications, letters, settlementsand
complaintsmay flow from outside. Annua Report, Financial
Statement AnalysisReport, Directors Report, Auditorsreport
etc. may flow frominsideto outside. Information flowsas
Sdewaysfromonemanager to another a thesameleve through
meetings, discussion etc.

2. Proper Timing: Thevery purposeof preparation of reportis
controllingtheunfavour ableactivities. Hence, ther eport
should besubmitted at therequired timeat any cost. If
not so, thereisno use of preparing such report. Moreover,
the efforts used for preparing the report and time are also
waste. Inthe case of routine report, thetime schedul e should
be strictly adhered to. The absence of information at required
timeleadsto taking wrong decision.

3. Accuratelnformation: Thereport containsonly accurate
information. If wrong information areincludedinthereport, it
may lead to take wrong decision. Hence, the supply of
accur ate information helpsthe managerial executives
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tounder stand thesituation very clearly. At thesametime,
the presentation of accurate information in the report should
not involveexcessive cost of preparation and should not result
inthedelay inthe presentation of report.

4. Reevant Information: Proper attention should bedevoted
to include only relevant information in the report. The
inclusion of irrelevant information iswaste oneand increase
thetimeinthereport preparation. Moreover, theirrelevant
information confusetheend user of thereport.

5. Bassof Comparison: Theinformation bestowed by reports
will behel pful whenit carries provisionto comparewith past
figures, standards set or objectives. Thetrend of thevariation
can be find out only through the comparison. Corrective
action can be taken with the help of comparative
information.

6. Reportsshould beClear and Simple: Thevery purpose
of preparing a report is helping the management in
planning, coordinating and controlling. Hence, ther eport
should be presented in very ssmple terms and can be
clearly understood by anybody. If not so, thereisno meaning
of preparing areport. The method of presenting areportisin
such away that attracts the eye of the readers and enables
themtoarriveat aconclusion. Thearrangement of information
inareportisinbrief, complete, clear and smple.

7. Cost: The management incur some expenseswith regardto
report preparation. Such expenses should be commensurate
with the benefits derived from the report preparation. If
possible, more benefits may be available than the expenses
incurred. Inthisway, reporting system can beingaled. Inother
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words, there should be an endeavor to make the system
aseconomical aspossible.

Evaluation of Responsibility: Thereporting system hasbeen
installed in such a way to evaluate the managerial
responsibility. The standards or targets arefixed for each
functional department. Therecord of actual performanceis
monitored along with the standards so as to enable
management to assess the performance of different
individuds

Performa of a Project Report

A project report for new business conductsa profound road map for
effectual businessventure. It discusseswhether the businessrequires
finance or not, the challenging risks, severa problemsenroute, etc.
Henceit becomesvital for every new businessto prepare aproject
report, to acquaint them on forewarning i ssues.

Project report for New Business - Format

Below isthe sequence of standard format which should befollowed
while preparing new businessproject report:

1.
2.
3.

4.

Background of thebusiness.
Customer’sprofile
L ong and short term Corporate Objectives

e Toperform aviability assessment of the proposed new
busnessidessintermsof marketability, technical feagbility,
financing and authorities

e Tobeableto preparearelevant businessplan

e Torecognizefundamentd startupissues

MarketAndyss
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Brief discussion on thetype of market, chief influencers,
players, etc.,

Market description.

Reasonsfor starting businessin aparticular market
Target clients

Advantagesof the servicesoffered by the new business
Market consumption patterns

Past and existing supply location

Production prospectsand limitations

Exportsand Imports

Pricestructure

Hexibility of demand

Client behavior, purposes, intentions, impetus, gpproaches,
inclinationsand needs

Supply network and marketing rulesformulated by the
government

Government and technical limitations imposed on the
promotion of theproduct

5. FHnancid Assessment

Investment expenditure and val ue of theentire project
Methodsof investment

Anticipated productivity

Money flows of the project report

Investment va ueeva uated in context of different pointsof
merit

Estimatedfinancid ranking
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o Marketing Assessment
e Product
e Price
o Place
e Promotion
6. Operationd Plan
e Busnessmodds
¢ Production of goodsand services
7. Fnancid Plan
8. Management Structure
9. Businessstructure (Ownership, staff, etc.,)
10. SWOT Analysis: Significant Success aspects depending on
Strengths, Weaknesses, Opportunitiesand Threatsto befaced
by thefirminfuture

11. Appendices
e Bresk-Even Assessment
e ProfitandLoss Synopsis
e FundFow Summary
Tips for designing an effectual Project report for New
Business
Whiledesigning aproject report for new businessitisvita tokeepthe
following pointsin consderation:
1) Target Market:

Whilemaking anew business project report itissignificant to
keep in mind the target market. For instance, if you are
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preparing areport on debt financing, thefocus should beon
the assurancethat the debt can bereimbursed by the company
and not onthe huge revenuesthat thefirm has accrued.

2) Market approach:

Thefirst approach towards preparing businessreport should
be devel oping and assisting powerful businessstrategy. The
report should describetheeconomictrends, clientsand players.
It should a so explain on how to perform the chosen gpproach,
themarketing of itsproductsand functiona competence.

3) Market Rivalry:

Anindudtrialist should recognizeat what point of timethefirm
will performsamilar activitiesand whenit will dothingsanother
way, in order to identify its strength and drawbacks.
Concentrate on strategieswhich present you differently from
your competitors, market products differently using various
channels, etc.

4) Bepractical:

Catalog redlistic plans, for there are many unanticipated
expenses, priceoverruns, issuesthat havebeen neglected, etc.
Hence, predict futuretrendsrealistically to makeapowerful
proj ect report.
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